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ADVISORY

In the nterost ot piovid ng Unittioldere and potential investors of

Canadian Of Sands frust the TrusC or Canad an Of Sands weh

nformation regards the Trust including in nagenients assesenlent

of the utts future oduction and coal estimates plans and Syncrude

operat ens certain statements throughout this annual report conta ii

forward-k eking statements under applicable sectirities law

Forward coking statements in this annual eport include but are not

riited to statements web respect to the axpeotat on that crude oil

prvrs will strengthen in future and in particular will rae by the end of

2009 Syncrude resource base will prowde long fe cash generating

asset base the expectation that we have the ab hty to substanbally

grew product on at Syncrude through controlled expansions Syncrude

being able to produce oil at 350000 barrels per day bpd for decades

pans with respect to the refinancing of $500 milton of debt 2009
the behef that ci stnbut ons will more closeiy reflect cash from operatelo

activitieS net of sristsnng and certain growth capital requirements ai

the epectaron that suoriniy distributons wil more clnsely reeci
busirrrs conditions rspecid ly crude pr ocs plar regarding ha imp

net debt target of bi on by 2010 lens to con ert to corpr ate

stricture in 2011 as result of the federal trust taxation the belief and

aria regardstg improved retabdity and loser costs as well as overall

mproved Operations at Syncrude flowing from the Management
Services Agreement between Syncrude Canada and Imperial Oil the

expectabon that using contractors wit increase bitumen supply and

tilt irately mprove blending feed and volumes to the eiitracbon plants

the expectation that production volumes Sre increased operating

costs WI decrease belief that with low crude oil prices and less

dave npment nature gas costs wilt decrease as wit labour arid other

coaL with the current economic cow turn the expected levels of

maintenance capita and growth capital over the next few years the

expectation to grow prcduction to 350000 bpd and eventually to

500000 bpd the expectation of achieving the production design rates

fro Coker and StageS the actual recoverable amounts from any

reserves or resources the belief that demand for our synthetic crude oil

product will grow rind that will benefit both our revenues and cost

structure the expected investments and costs
relating

to environmental

legislation and regulations the proposed reduction in sulphur dioxide

and other emissions the expectation that Syncrude will continue to

develop better and more sustainable practices the short-term and

long-term goals for operations growth distributions and the business

enaronment the expected improvement in energy efficiency the

productive capac ty that an be achieved in the future thc expectation

hrit product on can he noreased by Iron 000
ry

rench
ig

de tign capacity the luallty of Syncrud tases to iucc

emissions to less than 60% of current appro ich ICVC5 throng the

Sy scrudu Emiss ens Reduction project the bel ct that Syncrune can

add production nero easily and cheaper than greenfield operations

the pians far 21109 with regards to turnarounds and ma ntensnce the

expectation of cheaper and more technalog cally advanced operations

flovitg from the
tigreernent

with Imperial Oil regarding Kearl Lake and

Syncrude mine relocat ens the expected timing and associated

prriduclon impact of coker and other unit turnarounds in 2009 Inc

expected revenues operating costs and cash from openat rig adieu Ca

for 2009 the anticipated mpact that certain factors such as natural gas

and oil pr ces loreign xchange operating costs and Cnrwn roalties

have on the Trust cass from eoerating activ ties and net income and

the expec ad capita expenditures in 2009 and beyond kou are

cautioned not to place undue reliance on torwardiooking statements

as rhere can be nu turannee that the plcs intentions or expectations

icon which they are based will occur By their nature forward looking

statements involve numerous assumptions known and ink mws risks

and uncertainties both general and spec tic that contribute to the

pos hi ity that the predictions forecasts proleetirns and other

frward1ooking statements will not occur Although the Trust believes

that the expectatuona represented by such forward-looking statements

are reasonable lhere can be no assurance that such expectations

ci rove to be correct Some of the sirs and other factors that

coo1 cause results to her materially from thoa expressed re
forwriud too state tiers contained this ai nual report net Ia hut

ire not Isnited to the supply and demand metriirs for oil and

turt pee general economic busin and market C04iitiOn$

aid earticular the impact of the current downtLin in the

ecoruiny tim angth of such econ remit reiecsioni risks

inherent to lte operation of any large camplex efriery units

especia tre oh qrat on between mining operations and an

upgrader acility egulitcry changes which may impart th
cenalties on greenhouse gas emitters labour shortages end th

productar ty achieved Crone labour the Fort McMuray area tItr

mpact of technology on operations and processes and how new
co nplex technology may not perform as expected currency and

interest rate fluctuations the availability ot pipeline capacity

changes in business strategy the availability and price tangy

commodities regulatory decisions the effects of compeft and

pric nq pressures shirts in market demands changes in laws and

regulation uncuiding environmerta and regulatori area potential

increases rita timing of on action of capita em naintentnee

orulects the ilata
ty

of adequate ii of mar
us various

events which could oisrupt operationc cluding Sc re weather

Conditions technological changes and mane jement retention and

development aich other risks and uric rtaiuities described from

time to time in the reports and
filings

made with uucrates

reçmulat authorities by th Trust including those out inert the

agm ents Discuss on and Analysis in this ann its report ccc
the assumptions outlined in the guidance for 2009 actually

occurring You are caut crest that the foregoing list of important

factors us not exhaust re Furthermore the forward icoking

statements contaii ed this annua report are made is of the

data of this annual sport and unless squired by lriw the Trust

does not undertake nov obl potion to pdste publicly orb revise

mini itt the inrliidrt fcc sot-looking ctitments whether asa
result of new information future events or otherwise The

fcrwardookng statements contained in thus annual report are

express qLiaafied by this cautionary statement In
city

reference

to resources in this annual report there is no certainty that any

portion of the resources will be discovered If discovered there is

no certainty that will cc comrmecial iable to produce any

portion of the resources Unless therw cv specified all dollar

amounts are expressed in Canaoian one ars all references to

dollars or are to Canadian dollars arid all references to US
are to Un ted States dollars

NON-GAAP FINANCIAL MEASURES
Ii th MDA we -cter to funiimcial uueasures hilt do not hive any

standardized manlng as prescribed by Canaulan generaluy

acrieptad accounting princ pies ISAAPI lhese norcCAAP

finarcial measures include ast from coeratung activities on per

Unit bass net debt total capitalizaro return on average

Un thoider ego ty return on average produrtive capital eusiployed

and Certain per barrel measures Cash frum operating activities

en Unit us calculated as cash ho is operating acti ice reported on

trusts Consolidated Statement of Cash Flows disiced by the

ierghted average number of Units outstand rip in the period Ths

nemure is art nducator ot the Trusts capacity to ad depOrt

expeuditures distnliutions and other investing adtvi vs wuthnut

ncnemental financing lii addition the Trust refers to an us per

barre fgures such as net realized tens prices operat ng costs

and Crown -oyalt es ste ch also are considered non GAAP

measures hut provide nieaningful ursiormation on the oerfoninance

of the Trust We den ye pci barrel figures by dtviding tf me re event

revenue or cost pure by our sales nt of purchased crude oil

vo umes in reriod

Non CAAC financial measures pravda additional ritorniation

If at va crelueae ma mean ngful regandu the Injst operational

petmr notice its iquiduty and its copar ty to fund atnubrmiuuns

capumal expendit vs are ther nvesl rig activit as tlsem air

macto sd that nonGAPP finm mc al mac aires presentvu by Ti uSt

may the cnn ian steer mn uimasures mvidec oy other lurs



Corporate Profile

Canadian Oil Sands TrUSt is the

definitive investment in the oil

sands With 36.74% interest in

the Syncrude Project we are the

only pure play on an asset that

epitomizes the best attributes of an

oil sands investment highquality

eases track record of successful

operations sustainable approach

to the development of our

long-life resource and product

high-quality light sweet crude

oil that is essential to the global

economy As an openended

investment trust Canadian Oil

Sands has been generating income

from its Syncrude interest for our

nvestors since 995 We are listed

on the Toronto Stock Exchange

under the symbol COSUN

Front cover photo We possess valuable

resource Syncrudes oil sands deposit should

enable us to grow production to more than

500000 barrels per day and produce at that

rate with
virtually no decline for decades

In total Canadas oil sands hold 173 billion

barrels of crude oil ranking second only to

Saudi Arabia in global oil reserves

See the Reserves Data and Other Information

section of Canadian Oil Sands Annual Information

Form AIF dated March 13 2009
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CT With large bitumen nch

oases located in the sweet spot of the Athabasca

oil sands deposit and fully in egrated upgrading

faculty that produces 100% light sweet crude oil

the quality of our Syncrude asset is exceptional

CLC Syncrude is an expenenced oil

sands operator producing high quality crude oil

tor the past 30 years Its track record is olstered

by the expertise of Imperial Oil and FxxonMobil

support improving operational erformance and

puiert expuson into he fffu

DSTRBUTONS PER QUARTER
ff per 7rut Unit

1.50

Sy0r rude high qjsiity crude oil

rcsourco provides solid long life cash generating

set base Can 3dian Oil Sands strives to protect

th long term value of our asset through efficient

capital management and strong balance sheet

Syncrude employs pr octices

to support the sustainable developmcnt of it

resource It invests in new ways to reduce its

impact on the nviror Tient and build elationahips

with the commi riities in which it lives aod operates

Crude ail is 3or ou of

energy for the rId artd canada oil mds am

si iificant owng and secure source of supply

As an ownr of one of the largest produceis in

th oil sands Canadian Oil Sands offers ipside

uxposure to rising crude oil prices

80
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TOTAL UNTHOLDER RETURNS
Capital appreciation reinvestment

of all destnbutions/divkiends

VaSe of $100 invested on December31 2003
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PRUDENT FINANCIAL PLAN Canadian Oil Sands

entered 2009 in solid financial position Bonefitting from

strong crude oil prices during most of 2008 we reported

cash from operating activities of $2.2 billion $4.66 per

Trust unit and not income of $1.5 billion $3.17 per Trust

unit increases of 63% and 105% respectively over

2007 We returned $3.75 per Unit to our investors or

92% of our cash from operating activities less capital

expenditures We achieved this while maintaining strong

balance sheet with net debt of just under $1 billion at the

end of 2008 and net debt to total capitalization ratio of

20% largely unchanged from the prior year end

Our task now as we navigate through the economic

downturn is to maintain our balance sheet strength

with an immediate objective of enhancing our liquidity

position and financial flexibility in light of tight credit

market conditions and low oil prices We have about

$500 million of debt maturing in 2009 which we plan to

refinance through draws on our $840 million of credit

facilities or by issuing new long-tern debt Distributions

during this period will likely more closely reflect our

expected cash from operating activities net of capital

requirements as such the payout must reflect business

conditions particularly crude oil prices

We believe net debt target of $1.6 billion by the end of

2010 is an appropriate capitalization level in anticipation

of converting to corporate structure This target should

allow tax pools to rise to an estimated $2 billion which

would help defer the payment of cash taxes when trust

taxation takes effect in 2011 however this net debt target

must be achieved without significantly increasing business

and liquidity risk The $1.6 billion net debt level amounts

to approximately two times our estimated cash from

operating activities in crude oil price environment of

about US$50 per barrel

SYNCRUDE FOCUSED ON RELIABILITY With

prudent financial plan in place our success should

reflect the performance of Syncrudes operations The

Management Services Agreement MSA with 25% owner

Imperial Oil which in turn is associated with ExxonMobil

is directed at improving operational reliability The goal

volume gains lower operating costs and more

efficient energy use

Unfortunately our operational performance in 2008 was

below expectations Syncrude produced 105.8 million

barrels averaging 289000 barrels per day at cost of

$3526 per barrel In 2007 Syncrude produced 5.5 million

barrels more at roughly $10 less per barrel Production

and costs during 2008 were affected by two planned

coker turnarounds constrained bitumen production and

an operational upset during the first quarter We believe

the upset was caused by an instrumentation failure which

was exacerbated by very cold temperatures leading to

disruption of several operating units

The MSA is comprehensive long-tern approach

whose benefits should be realized over the coming

years as new systems and processes are integrated

into the existing Syncrude operation The objective is

to reach design capacity of 350000 barrels per day by

the end of 2010 We continue to be constrained in our

capacity to produce bitumen so we must improve the

reliability of our mining and extraction processes In

addition to targeted maintenance program we are

expanding our mining equipment fleet and employing

contractor services to accelerate overburden removal

and expose more oil sands ore this should optimize

blending and increase feed volumes to our extraction

plants In upgrading we plan to make modifications to

Coker 8-3 as part of its scheduled turnaround in the first

half of 2009 Coker 8-3 came into operation as part of our

Stage expansion and these modifications should help

increase the time it takes for coke residue to accumulate

within the vessel thereby resulting in an improvement to

yield and expectations for run length

Reducing per barrel operating costs is primarily function

of increasing production volumes Most of our operating

costs are fixed so the higher the volume we can process

the lower our operating cost per barrel should be Over

the past few years we have experienced significant

cost inflation as result of the increase in crude oil prices

and the rapid escalation of activity in the oil sands sector

We believe costs will begin to moderate with the

decline in commodity prices and the resulting

slowdown in development The cost of energy-sensitive

consumables such as natural gas has already declined

concurrent with the decrease in crude oil prices Our

largest cost component however is labour and we

expect these costs to moderate more slowly

Syncrude is in the design and front-end engineering

phase of its next two expansions fortuitous timing as

we can progress with our growth plans without having

to incur the large capital costs associated with the later

construction phases The cost to sustain our existing

operations however is expected to ramp up over the

next few years as we construct several large infrastructure

and environmental projects In addition to the Syncrude

Emissions Reduction SER project to reduce sulphur

dioxide emissions Syncrude will relocate four mining

trains As mining progresses across lease the mining

and extraction facilities must be relocated to maintain



efficient haul distances Syncrudes owners and Imperial

Oil have agreed to cooperate on the engineering and

project execution for these mine train designs and

moves This should allow Syncrude to benefit from

Impedal Oils experience on the Keart Lake project and

to incorporate new tethnology into our mine train

relocations As well the same team will be executing this

work at both Syncrude and Kearl Lake The result should

be better larger capacity systems and potential cost

savings from efficient execution

In 2008 Syncrudes owners reached an agreement with

the Alberta government on amended Crown royalty terms

for the Syncrude Project In addition to the benefit of

having clear terms we believe there is value in Syncrude

moving to bitumen-based royalty rather than one based

on synthetic crude oil This change became effective

January 2009

IS THIS DIRTY OIL An organized well-funded

campaign against the oil sands is underway to brand

us as dirty oil Like all energy businesses oil sands

development does have environmental impacts but our

mitigation efforts are not well understood by the public

and the industry may not have communicated effectively

about the issues Several oil sands producers led by their

CEOs myself included are working to change that

We believe we need to foster more balanced discussion

about the development of Canadas oil sands would

encourage you to voice your opinion and hear what others

are saying by visiting www.canadasoilsands.ca

Oil sands development is controlled by strict

government-approved environmental standards that

are among the most comprehensive in the world In

fact the environmental and social responsibility record of

Canadas oil sands producers compares very favourably

with other sources of crude oil for the U.S

would personally like to address some of the

misconceptions that we hear frequently concerning

our impacts on the land water and the air

It is often reported that oil sands development is destroying

huge swaths of Canadas boreal forest affecting an area

the size of Florida In fact oil sands mining is expected

to disturb 0.1% of Canadas total boreal forest about

one-third the size of the city of Edmonton and the

Alberta government requires that industry reclaim and

return that land to productive state

second misconception is that the oil sands are damaging

the Athabasca River however there are strict limits on

the amount of water that can be withdrawn and these

limits consider the seasonal flow of the river Furthermore

regular monitoring by the Alberta government shows no

impact on either ground or river water quality Interestingly

bitumen has been seeping naturally from the banks of the

Athabasca River for thousands of years

Perhaps the most damaging misconception is the oil

sands impact on global warming The oil sands account for

only 0.1% of global emissions And while the oil sands are

criticized for emitting three times more carbon dioxide Ca2
than conventional crude oil from Saudi Arabia when the full-

life cycle of emissions is taken into account oil sands crude

oil is only 15% more intensive than Saudi light We also

compare favourably with other sources of U.S crude oil

including Venezuela Mexico Iraq and even heavy thermal

oil from California That

is because oil sands

crude oil although

emitting more during the

production phase has

lower refining and

transport emissions

The most significant

contribution to

emissions around

85% is from the

actual consumption of

the crude oil by the

end user largely for

transportation An

effective climate change

policy must look at the

full picture

Oil sands operators recognize we must try to do more

to improve environmental performance The industry is

investing in the development of new technologies such

as carbon capture and sequestration to reduce the net

release of CO2 The industry has already significantly

reduced CO2 emissions on an intensity basis reporting

an impressive 27% decline since 1990 levels

The Alberta government requires large emitters to reduce

their CO2 emissions intensity Syncrudes CO2 emissions

intensity in 2007 was 11% lower compared to Albertas

CO2 benchmark of 2003 to 2005 data for 2008 is not

yet available Our aim is to continue making progress in

this area by improving energy efficiency throughout the

facility We also are investing 81 billion for the

Syncrudo Emissions Reduction SER project that is

designed to reduce sulphur compound emissions by

approximately 60% from current approved levels when

completed in about 2011 ExxonMobil is providing the

project management expertise for this undertaking

CO2 Emission Life Cycle Analysis

kg CO2E tonries per barrel

Canadian Synthetic crude Oil Blend

Source Canadian Association of Petroleum Producers

study by Tom McCann 2001



ln the area of land reclamation we are collaborating with

other oil sands producers to explore new technologies for

tailings management Tailings ponds are settling basins

that contain water from the extraction process They also

are an active part of the operation enabling Syncrude

to recycle the water for use in its operation Syncrude

recycles 80% of its water usage The ponds contain

water sand clay and residual hydrocarbons all naturally

occurring in oil sands deposits though at higher

concentration due to the high water recycle ratio The

clays in the water take very long time to settle making

reclamation of the ponds decades-long process The

technology Syncrude and others are developing is

directed at speeding up this process

Syncrudes environmental performance in 2008 was

marked by high and low point Early in the year

we became the first oil sands operator to receive

certification from the Alberta government for

reclaimed land About 104 hectares of land disturbed

by our operations was reclaimed and returned to the

province in its productive state Then few months

later we experienced major disappointment when

flock of waterfowl landed on one of our tailings ponds

and drowned The Province of Alberta and the federal

government have charged Syncrude with offences related

to this incident In an effort to prevent such an occurrence

from happening again Syncrude has improved its

deterrent mechanisms The incident is unacceptable

and we are deeply sorry that it occurred

Demonstrating to the world that the oil sands is

sustainable responsible business is crucial because of the

resources potential Canadas oil sands offer the world

secure long-life and growing SuPply of crude oil

Currently the oil sands repmsent 45% of Canadas total

crude oil supply Much of that supply is exported to the

US with Canadian oil representing 17% of U.S imports

STRONG FUNDAMENTALS FOR CRUDE OJL

Crude oil is an essential commodity The US Energy

Information Agency acknowledged that crude oil will

remain the worlds main source of energy for many years

to come even under the most optimistic expectations for

new technology development however the crude oil

business is becoming increasingly challenging Adding

new supply is relentless struggle against reservoir

decline rates and surging costs The cost to find and

develop conventional barrel of crude oil between

2000 and 2007 more than quadrupled to $18 per barrel

from $4 per barrel It is business that requires

substantial investment which the current economic crisis

will only exacerbate While the market is focused on

short-term demand weakness the real problem and our

opportunity is long-term declining supply Crude oil

prices will continue to be volatile but believe the trend is

toward
rising prices over the longer term

The value Canadian Oil Sands offers is upside leverage to

increasing crude oil prices As the definitive investment in

the oil sands we offer

Current design capacity for Syncrude to produce

350000 barrels per day of fully upgraded light sweet

crude oil for decades with virtually no decline

No large capital commitments for growth projects

on the immediate horizon Our next expansion is

debottleneck of the existing facilities which should

enable us to bring on incremental production more

easily and at lower cost than greenfield expansion

strong balance sheet which enables us to execute

our long-term development strategy

Potential for an improved operation and cost

structure through coordinated managed strategy

to increase reliability

The capability to increase production by 22% from

2008 levels by achieving the current design capacity

of our Syncrude facility the revenue from which largely

flows to our bottom line

believe the merits of investing in our Trust and the

outlook for our industry are very compelling The

challenges we must manage over the near to mid-term

are the weak credit market depressed crude oil prices

and the need to improve public perception of our

business Gaining the publics trust will come through

our commitment to responsible development and

demonstrated improvement in environmental

performance am confident that new technology

and improving practices can load to better performance

both in terms of the environment and operations

In closing would like to thank our team which includes

the dedicated professionals who support me at Canadian

Oil Sands and our Board of Directors for their guidance

also deeply appreciate the efforts of the people at

Syncrude Canada Building on 30 years of operating

history it is their dedication perseverance and innovation

that will extend our established track record of improving

operations and environmental performance

signed Marcel FL Coutu

President and Chief EXCCLItiVO Officer

February 26 2009
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Exceeded odginal guidance

Higher revenues reflecting higher than expected

realized selling prices for our crude oil net of

increases in operating expenses Crown royalties

and changes in non-cash working capital

Essentially on budget

Expenditures primarily related to sustaining

capital and the Syncrude Emissions

Reduction SER project

II

40o4 388

$2683 $3526

Missed guidance

Disruption in operations during 01 2008

Constrained bitumen supply

Per barrel operating costs up

Higher volumes ot overburden removed and

increased use of contractors to support this

activity

Unbudgeted bitumen purchases

Additional costs associated with the

operational upset in 01 2008

Higher natural gas prices and consumption

Lower than anticipated production

as aggregate operating costs are largely fixed

per barrel operating costs are affected by

variances in production
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$50.00

-$4.00

$6.00

$0825

2008 Outlook as at January 30 2008 based on the Trusts 36.74% Syncrude interest

2009 Outlook as at January 28 2009 based on the Trusts 36.74% Syncrude interest

The Trusts sales volumes may differ from its production volumes due to changes in inventory which are prinarily in-transit pipeline volumes and

are net of purchased crude oil volumes

Non-GAAP measure

An opposite change in each of these variables will result in the opposite cash from operating activities impacts Canadian Oil Sands may become

subject to minimum Crown royalties at rate of 1% of gross bitumen revenue The sensitivities presented herein assume royalties are paid at

25% of net bitumen revenue

40-44 Planned turnarounds of Coker 8-3 the LC-Finer and the Vacuum Distillation Unit

Reliability challenges in the mining and extraction process

Mid-point

of 42.3

$30.76 Higher estimated production

Lower anticipated natural gas prices

Use of contractor services to improve bitumen supply

$1.55 Lower crude oil prices expected in 2009

Lower Crown royalty

$440 Primarily relates to expenditures to sustain the existing operations such as replacing equipment

New spending on several large environmental and infrastructure projects which include the

Syncrude Emissions Reduction SER project $150 million budgeted in 2009



Areas of Strategic Focus

Maintained net debt level under $1 biSon with yearend

net debt to total capitatzation of 20% and $840 m%on of

available liquidity
horn bank credit facilities

Reported net income of $1.5 billion $3.17 per Trust Unit

Reached cash from operating activities of $2.2 billion

$4.66 per Trust Unit

Achieved return on average productive capital employed

of 34%

Paid out $1.8 billion or $3.75 per Trust Unit in

distributions an increase of 127% over 2007

Reduced fourth quarter 2008 distribution in response to

declining crude oil prices and credit market conditions

Completed maintenance program that included two

coker turnarounds and hydrogen plant modifications

Production of 289000 barrels per day was below plan

of 315000 barrels per day largely
duo to challenges in

the reliability of the mining and upgrading operation and

the disruption in operations in Qi 2008

Syncrudes owners reached an agreement with the

Alberta government on new Crown royalty transition

terms and elected to convert to bitumen-based royalty

fatality occurred at the Syncrude site Syncrudes

total recordable injury rate in 2008 was 0.59 for every

200000 hours worked compared with rate of 070

recorded in 2007

Syncrudes owners approved proceeding with scoping

engineering work for the Stage debottleneck and

subsequent expansion stages

Continued to bettor define the resource estimates on

Syncrudes leases particularly the Aurora South leases

Evaluated opportunities to acquire additional of sands

interests but did not identify an opportunity worth pursuing

Syncrude received the first reclamation certificate awarded

in the of sands industry by the Alberta government

delay in deploying Syncrudes waterfowl deterrent

system following late winter storm resulted in the death

of waterfowl at the Aurora settling basin

Joined other oil sands developers to begin dialogue with

the public on the development of Canadas oil sands for

more information visit wwwcanadasoilsands.ca

Syncrude made total economic contribution to Canada

of $6.4 billion reflects operating and capital investment

Crown royalties and other charges and taxes

10



Preserve liquidity and financial flexibility under current

difficult economic conditions

Maintain prudent financial leverage in the context of cash

from operating activities capital requirements and

quarterly distributions

Refinance $500 million of maturing bonds in the debt capital

markets or through our $840 million of credit facilities

Achieve return on average productive capital employed

of 6%
Reinstate Premium Distribution Distribution Re-Investment

and Optional Unit Purchase Plan DRIP to preserve

balance sheet equity and provide investors with options

to manage their distributions

Establish the best structure for Canadian Oil Sands

investors post 2010 which at this time appears to

be conversion to corporation

Increase net debt to $1.6 billion to set an efficient

capital structure beyond 2011 if prudent in
light

of

market conditions

Complete turnaround of Coker 8-3 including

implementing modifications to reduce coke build-up

within the vessel

Complete turnarounds on the LC-Finer and Vacuum

Distillation Unit

Increase bitumen supply by accelerating overburden

removal and improving reliability of the mining and

extraction processes

Continue to focus on worker safety with more emphasis

on hazard recognition

Establish sustained design capacity rates of 350000

barrels per day

Relocate mining trains

Examine if there is solution to recover ammonia produced

on-site in the operation of our flue gas desuiphurizer

Proceed with the design and scoping engineering

work for Syncrudes future expansion phases

Evaluate opportunities that may arise to purchase

additional interests in the Syncrude Project or other

oil sands assets

Expand bitumen production capacity through

construction of more robust mining train systems as

part of mining train relocations

Establish timing and cost estimates for the Stage

debottleneck and subsequent expansion phases to

proceed to project sanctioning by Syncrude owners

Respond to provincial and federal charges resulting from

the death of waterfowl at the Aurora settling basin in 2008

and improve waterfowl deterrent mechanisms

Continue to foster more balanced discussion with the

public on Canadas oil sands and identify ways to

improve performance towards sustainable development

Continue to invest at the Syncrude level to support

projects and organizations focused on enhancing the

quality of life in local communities

Spend $409 million $150 million net to the Trust on the

Syncrude Emissions Reduction project

Explore the viability of developing large scale carbon

capture and storage system through participation in the

Integrated 002 Network ICON

Collaborate with other oil sands producers to develop

new technologies to improve the effectiveness of

tailings systems

Construct pilot project for new tailings management

technology

Complete the Syncrude Emissions Reduction SER
project which should lead to 60% reduction in sulphur

dioxide emissions from 2008 approved levels

Implement further measures to reduce energy intensity

thereby reducing operating costs and carbon dioxide

emissions

Explore new technologies and better practices to reduce

our impact on the environment
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CONTRSUflONS TO CANAOA1S ECONOMY
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Environmental Sustainability

Sustainable development is critical to the long-term success of the Syncrude Project Throughout its 30-year

history Syncrudes commitment to sustainability is evident in its investment of time and resources to minimize

environmental impacts Operating under some of the most stringent environmental laws in the world Syncrude

devotes more than $40 million annually towards the development of new technologies and more efficient

processes Syncrude is continuing to explore new ways to reduce impacts on land water and air More details

about Syncrudes activities can be found in its Sustainability Report available at www.syncrude.com For more

information on the oil sands industry visit www.canadasoilsands.ca

LAND

The total land available for mining bitumen covers about

3400 square kilometers or 0.1% of Canadas boreal

forest To date about 500 square kilometers have been

disturbed during more than 40 years of oil sands mining

Alberta laws require that disturbed land be reclaimed to

sustainable landscape with productivity that is equal

or greater than which existed prior to development

Development projects are not approved by regulators

without comprehensive closure and reclamation plan

that details the final land use much of which will include

self-sustaining boreal forest capable of supporting

native vegetation and wildlife Producers must set aside

funds to pay for this redevelopment

The laws also include the reclamation of tailings ponds

Tailings are mixture of water clay sand and residual

bitumen produced through the oil sands extraction

process Tailings are stored in large settling basins or

ponds The ponds enable the recycle of water back into

plant processes and are an active part of the operation

In 2009 Alberta introduced new requirements that

will challenge the oil sands mining industry to reduce

tailings and accelerate their reclamation The industry

is exploring methods to improve the effectiveness

of tailings systems in order to comply with these

new requirements

SYNCRUDE INDUSTRY LEADER IN RECLAMATION

critical component of Syncrudes operation is the

reclamation of areas disturbed by mining To date about

22% of disturbed land has been reclaimed and five million

trees and shrubs planted Syncrude leads the industry with

more than 4500 hectares reclaimed In 2008 Syncrudes

Gateway Hill was the first reclaimed area in the oil sands to

receive official certification from the Alberta govemmerit

Syncrude is actively researching new technologies to

incorporate tailings materials into reclaimed landscapes

with the implementation of two methods currently

underway The first is water capping of mature fine

tails to form fresh water lake 20 years of research

indicates that this method is conducive to establishing

and pporting healthy aquatic ecosystem Tailings

materials are now ing deposited and the resh water

layer will be added in 2012 The second involves creating

dry landscape by depositing layer of capping sand

over foundation of composite tailings Soil capping and

planting is expected to occur from 2010 to 2015 It is

envisioned that this area will evolve into one similar to its

pre-disturbance state mixture of indigenous aspen

and white spruce forests grassland and marshy wetlands

PARTNERS SUSTANABLITY

Syncrudo is platinum level participant in

the Stewardship initiative of the Canadian

Association of Petroleum Producers this

designation certifies that our SHE
management systems and performance

are audited by independent third parties

Syncrude is participant in the Towards

Sustainable Mining TSM initiative of the

Mining Association of Canada which is

strategy for improving the sustainabitty

performance ot Canada mining industry

Syncrude is member of Canadian

Business for Social Responsibility

CBSR business-led non-profit

Corporate Social Responsibility

cons ltnc rI pee to eer AMAAN

t-arnin oianization CBSR pc re
its members with candid counsel and

customized advisory seiices t.o

improve their social environmental

and financial performance

Syncrude is accredited at the Gold

Level in the Progressive Aboriginal

Relations PAR Program of the Canadian

Counc for Abort na Business PAR

macures co pora perormance ir

Aboriginal employment business

development capacity deveiopment

and community relations

Syncrude is participant in the

Integrated CO2 Network cr CON
which is exploring the viabii.ity of large

scale carbon capture transportation

and storage for cross-section of

Canadian industry



WATER

Major strides have been made by the oil sands

industry to reduce fresh water consumption and the

research is continuing Alberta Environment regulates

the amount of water that industries can use

Tota Water Ailocation in Atherta

incudes surface and groundwater

The of and gas industryv atocation of licensed water including the of

sands is just over 7% of the Alberta total Typically only one-thvd 01

that allocation is used by the oil and gas industry

The Athabasca River is the largest river flowing through

the oil sands region and is the primary source of fresh

water for operations Strict limits for water withdrawals

are set by the Alberta government based on fluctuating

levels of the river During low flow winter months

federal and provincial government authorities

implement restrictions that are revisited weekly

Less than 3% of the average annual flow of the

Athabasca River can be withdrawn by existing and

approved oil sands projects the industry typically

uses less than 1% of the rivers average annual flow

If all mining projects currently planned go forward

that figure is projected to grow to 2% Even with the

anticipated growth in oil sands activity the Athabasca

River basin is expected to remain one of the least

used in Alberta

WATER MONITORING RESEARCH The Regional

Aquatics Monitoring Program is multi-stakeholder

group that assesses and responds to potential effects

of oil sands development on rivers and lakes in the

region It is one of the largest programs in the world in

terms of chemical biological and geographic scope

Monitoring by this group of the upstream and

downstream water quality as well as fish species and

habitat has not detected any significant changes in

the Athabasca River or other water bodies

Jew technologies for managing waler us are Ceing

ursued by tne Centre of Oil Sands Innovation COSI
Founded by Imperial Oil in parTnership with the

Uni ersity of Alberta ind Alberta lrtyenuity with

fcnding from puolic and prvate qroupc One area

Ucing investigated is dn exTraction rocess or oil

cands mi ing that nub significai itly reduce esh

water us and could result in the rroduction of dry cr

stackable alinqs ohich potentally could iimi ate

he fleeC for large tailings pods

SYNCRUDE EFFCENT USER OF WATER

Syncrude Historica Water ntonsity

20 m3 vater per m3 synthetic crude oil

15

10

1978 2007

ut ic t_ ui

.n ii ii
The Syncrude Project uses water in thre ays as

procecs cooling water to generate steam for bit imen

ocessna and as dririin water Svncrude does not

release any procoss ia nto the Athabasca Rver

_.at

evaporates into the atmosphere through cooling

Tu ers and is returned to the hydrologic cycle

Sync ude is conti iuing to explore ways to imprce

wter tficiency In 200f Syncrude reduced its vater

inter isity by 10% per barrel of production as comoared

2006

Combined Agriculture

455%
Municipal 11 .2%

Oil Gas industry

7.2%

Other 5.2%

Source Alberta Environment 2005

Commercial 31.0%



AR
Greenhouse gas GHG emissions are global issue and

reducing the emissions associated with hydrocarbon

production and consumption is crucial Carbon dioxide

C02 is major greenhouse gas Efforts are focused on

improving energy efficiency to reduce those emissions

on per barrel of production basis This is known as

reducing omissions intensity CO2 intensity for the oil

sands industry has fallen by 27% since 1990

The industry also is exploring the potential for carbon

capture and storage CCS technology If successful

portion of the captured CO2 will be used for enhanced

oil recovery in the conventional oil industry and the

remainder will be sequestered indefinitely in secure

geological formations The CO2 capture is envisaged

as removing the equivalent of about four million cars

from the road The province of Alberta has committed

$2 billion for the development of CCS technology the

largest investment in the world

Continuous monitoring in the Fort McMurray region

indicates that air quality around the oil sands operations

is bettor than all North American cities reviewed by the

Alberta Clean Air Strategic Alliance Albertas air quality

standards are the most stringent in Canada Extensive

modeling indicates that the Fort McMurray regions air

quality will remain within these strict standards even

after all projected oil sands development has occurred

Gobal Energy Related Emissions by Country

Europe 17% China 20%

USA 22%

Japan 4%

india 4%

Canada 2%

Australia 1% Other 21%

Source U.S Energy Informator Adminstrat jon 2005

On obal scale Canada account cr r. yr -r na

Albertas oil sards industry contribule. ri ds
GHG anrissions

Canadas Greenhouse Gas Emissions by Sector

Oil Sanda 5%

Electricity Heat

Generation 16%

Oil Gas Excluding

Oil Sands 18%Solvent Waste 4%
________________________

Source Environment Canada

The oil sands ndustr accounts for 5% of Canacf as totar greenhouse

emissions

REDUCING SYNCRUDES EMISSIONS Syncruije

is forking to develop nnovative technologies to

educe its GHG missions and is exploring now ways

reduce its energy consumption which in turn

ransiatos to lower ocr barrel cosTs For example

Syncrude reduced aring by 50% in 2007 as

compared to 2006

Alberta was the first jurisdicLion in Norlh America to

iegislate induatrial GHG emission ieductions The law

requires Syncrude to reduce its per barrel emissions of

CHGs by 12% from the aterage or its annual per barrel

omissions between 2003 and 2005 If Syncrude cant

meet this target it must purchase offset credits or pay

into government emissions reduction technology

fund Syncrude met 90% of its reduction target for

2007 and offset the remainder by paying into the

technology fund Syncrude dlso is member of the

Integrated CO2 Network IcON which exploring the

viability of large-scale Canadian carbon dioxide

capture transportation and storage network

Since 1985 Svncrude has reduced sulphur dioxide

SO2 emissions per barrel by more than 60% dOd

total SO emissions by 16% During the same time

frame oil production more than doubled

An additional $1 billion also is being spen on the

Syncrude Emissions Reduction ISERI project to further

reduce stack emissions of sulphur compounds

Combined with other environmental investments this

shoud result in 60% reduction in sulphur emissions

lrom current approved levels once the project is fully

operational In addition particuate mmissions shoild

be rduced by 50% This substantial investment is

directed solely at reducing emissions and will not result

in an increase in crude oil production

Transportation 25%

Agriculture 9%

Buildings 10%

Other industry 14%
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Managements
Discussion Analysis

The
following Managements Discussion and Analysis MDA was prepared as of February 26 2009 and should be read in conjunction

with the audited Consolidated Financial Statements and notes thereto of Canadian Oil Sands Trust Canadian Oil Sands or the Trust for

the years ending December 31 2008 and December 31 2007 The Trusts financial results have been prepared in accordance with Canadian

generally accepted accounting principles GAAP and are reported in Canadian dollars unless stated otherwise

ADVISORY In the interest of providing the Trusts Unitholders

and potential investors with information regarding the Trust

including Managements assessment of the Trusts future production

and cost estimates plans and operations certain statements

throughout this MDA and the related piess release contain

forward-looking statements under applicable securities law

Forward-looking statements in this MDA include but are not

limited to statements with respect to expectations regarding crude

oil prices and the global credit market and its anticipated impact on

Canadian Oil Sands in 2009 the estimate of recoverable reserves

and resources intentions with respect to future distributions

expectations regarding future Crown royalty payments and the

royalty regime to be in place past 2015 the plan to convert to

corporate structure around 2011 the expected increase in the

Trusts depreciation and depletion rate the expected impact on the

Trust and distributions and the expected structure to be assumed

given the federal governments tax changes effective in 2011 the

impact that continued credit market turmoil and low crude prices

may have on distributions the belief that debt covenants vail not

influence the Trusts liquidity in the foreseeable future or limit the

Trusts ability to pay distributions expectations regarding the

sustainability of operations at certain levels of VVTI prices future

distributions and any increase or decrease from current payment

amounts plans regarding refinancing of the 2009 debt maturities

and views on future credit markets accessibility of capital markets

and availability of financing and the impact on distributions the belief

that operational reliability will improve over time and with that

mprovement that operating costs will be reduced the expected

level of sustaining capital for the next few years and longer term the

expectations regarding bitumen purchases capital expenditures and

operating costs the cost estimate for the Syncrude Emissions

Reduction SER project and the expectation that the SER project

will significantly reduce total sulphur dioxide and other emissions

the completion date for the SER project the expected impact of

any current and future environmental legislation including without

limitation regulations relating to tailings the expectation that there

will not be any material funding increases relative to Syncrudes

future reclamation costs or pension funding for the next year the

belief that the Trust will not be restricted by its net debt to total

capitalization financial covenant the expected realized selling price

which includes the anticipated differential to WTI to be received in

2009 for Canadian Oil Sandsproduct the expectation that no crude

oil hedges will be entered into in the future the potential amount

payable in respect of any future income tax liability the plans

regarding future expansions of the Syncrude Pro/act and in

particular all plans regarding Stage development the level of

energy consumption in 2009 and beyond capital expenditures for

2009 the level of natural gas consumption in 2009 and beyond the

expected price for crude oil arid natural gas in 2009 the expected

production revenues and operating costs for 2009 and the

anticipated impact that certain factors such as natural gas and oil

pnces foreign exchange and operating costs have on the Trusts

cash from operating activities and net income You are cautioned

not to place undue reliance on forward-looking statements as there

can be no assurance that the plans intentions or expectations upon

which they are based will occur By their nature forward-looking

statements nvolve numerous assumptions known and unknown

risks and uncertainties both general and specific that contribute to

the possibility that the predictions forecasts projections and other

forward-looking statements will not occur Although the Trust

believes that the expectations represented by such forward-looking

statements are reasonable there can be no assurance that such

expectations will prove to be correct Some of the nsks and other

factors which could cause results to differ materially from those

expressed in the forward-looking statements contained in this

MOA include but are not limited to the impacts of regulatory

chan gas especially as such relate to royalties taxation and

environmental charges the impact of technology on operations and

processes and how new complex technology may riot perform as

expected skilled labour shortages and the productivity achieved

from labour in the Fort McMurray area the supply and demand

metics for oil and natural gas the impact that pipeline capacity and

refinery demand have on prices for our products the unanimous

joint venture owner approval for major expansions the variances of

stock market activities generally global economic environment

market volatility normal risks associated with litigation general

economic business and market conditions regulatory change and

such other nsks and uncertainties described from time to time in the

reports and filings made with securities regulatory authorities by the

Trust You are cautioned that the foregoing list of important factors

is not exhaustive No assurance can be given that the final
legislation

implementing the federal tax changes regarding income trusts will

not be further changed in manner that adversely affects the Trust

and its Unitholders Furthermore the forward-looking statements

contained in this MDA are made as of the date of this MDA and

unless required by law the Trust does not undertake any Obligation

to update publicly or to revise any of the included forward-looking

statements whetheras result of new information future events or

othenevise The forward-looking statements con tamed this MDA
are expressly qualified by this cautionary statement
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BUSINESS DESCRIPTION

Canadian Oil Sands is an open-ended investment trust

that has been generating income from its oil sands

investment in the Syncrude Joint Venture Syncrude

for over 13 years The Trusts 3614 percent working

interest is the largest of seven owners and represents

the only pure-play public investment opportunity in the

project Canadian Oil Sands increased its Syncrude

ownership early in 2007 with the acquisition of an

additional 25 percent working interest In 2006 the

Trust owned 35.49 percent interest in Syncrude

Syncrude is located near Fort McMurray Alberta and

currently operates oil sands mines utilities plants

bitumen extraction plants and an upgrading complex

that processes bitumen into high-quality low sulphur

light synthetic crude oil SCO The bitumen is

open-pit mined from oil sands leases located in the

Athabasca oil sands deposit Syncrude is operated by

Syncrude Canada Ltd Syncrude Canada on behalf

of the Syncrude owners Each joint venture owner has

an undivided interest in the assets of the Syncrude

Project takes its oil production in kind and funds its

proportionate share of Syncrudes operating and

capital expenditures on daily basis While Syncrude

Canada is responsible for the daily operations

Management Committee of the joint venture owners

as well as other various Management sub-committees

and Syncrude Canadas Board of Directors staffed by

the Syncrude owners oversee and approve significant

Syncrude expenditures and long-term strategies

Syncrudes facilities have the design capability to

produce approximately 375000 barrels per day bpd
when operating at full capacity under optimal

conditions and with no downtime for maintenance or

turnarounds This daily production capacity is referred

to as barrels per stream day Under normal operating

conditions scheduled downtime is required for

maintenance and turnaround activities and

unscheduled downtime will occur as result of

mechanical problems unanticipated repairs and other

slowdowns When allowances for such downtime

are included the daily productive capacity of

Syncrudes facilities is approximately 350000 bpd on

average and is referred to as barrels per calendar day

Unless stated otherwise all references to Syncrudes

productive capacity in the following discussions refer to

barrels per calendar day

Canadian Oil Sands has proved plus probable reserves

of approximately 1.8 billion barrels of SCO representing

its share of Syncrudes North Aurora North and Aurora

South leases Based on current productive capacity of

approximately 129 million barrels annually or 47 million

barrels net to the Trust Syncrudes estimated proved

plus probable reserve life is approximately 38 years

Based on evaluations performed by our independent

petroleum reserve evaluators effective December 31

2008 Canadian Oil Sands estimates Syncrudes

proved plus probable reserves of 4.9 billion barrels

1.8 billion barrels net to the Trust its best estimate

contingent resources of 54 billion barrels 2.0 billion

barrels net to the Trust and its best estimate

prospective resources of 2.2 billion barrels 0.8 billion

barrels net to the Trust More information regarding

Canadian Oil Sands reserves and resources can be

found in the Reserves Data and Other Information

section in our 2008 Annual Information Form AIF
dated March 13 2009 at www.sedar.com or on our

website at www.cos-trust.com

EXECUTIVE OVERVIEW

Canadian Oil Sands funds its share of Syncrudes

operations and capital expenditures along with our

own administrative and financing costs acquisitions

and distributions through cash generated from the sale

of Syncrude production and debt and equity financing

Cash from operating activities and the distributions

paid to Unitholders are highly dependent on the net

selling price received for SCO production and sales

volumes operating costs and other expenses

including Crown royalties The price we receive for our

product net of crude oil purchases and transportation

expense reflects the realized selling price at the

Syncrude plant gate for our sales of SCO production

Historically our realized selling price has correlated

closely to the Canadian dollar denominated West Texas

Intermediate \NTI benchmark oil price and has been

impacted by movements in United States U.S./

Canadian foreign exchange rates World events and

20



supply and demand fundamentals create volatility in

crude oil prices in addition to impacting the weighted-

average price differential of our SCO product relative to

Canadian dollar WTI prices the price differential This

price differential can quickly move from premium to

discount depending on the supply/demand dynamics in

the market

Production volumes reflect the capacity of the

Syncrude facility and the reliability of its operations

The process of mining extracting and upgrading

bitumen is technical and complex operation requiring

regular maintenance of operating units thereby

affecting production volumes and consequently

revenues and operating costs An oil sands operation

such as Syncrudes is essentially manufacturing

business whereby reliability
is critical success factor

as costs are largely fixed If the facility can process

more barrels per barrel costs are reduced and the

economics of the project are enhanced Furthermore

reduced reliability may increase repair or maintenance

costs compounding the impact of lower volumes

on per barrel operating costs Syncrudes operations

are subject to number of risks that are discussed

in further detail in the Risk Management section of

this MDA

The Trusts production volumes differ from its sales

volumes due to changes in inventory which reflects

in-transit pipeline volumes and varies according to

production rates The growth in production from the

completion of Stage facilities late in 2006 required

Canadian Oil Sands to access more distant markets on

additional pipelines which generally increases pipeline

inventory volumes

The Trust strives to maintain strong balance sheet and

investment grade credit ratings to facilitate access to

capital markets if required to finance its business The

Trust also currently intends to pay distributions to our

Unitholders with cash generated from the operations

that is not required for financing Syncrudes operations

or capital investment and growth opportunities

More information regarduig Canachan Oil Sands

including our AIF is available at wwwsedar.com or on

our website at wwwcos-trust.com

ENTERPRISE VALUE AT DECEMBER 31 MARKET CAPITALIZATION AT DECEMBER 31

Market Capitalization Net Debt billions billions
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REVIEW OF SYNCRUDE OPERA11ONS are discussed more fully in the Operating Costs

Syncrudes annual production in 2008 totalled

105.8 million barrels or 289000 barrels per day

decrease of 5.5 million barrs from the prior year

Production net to the Trust totalled 38.9 million barrels

in 2008 compared with 40.9 million barrels in 2007

In addition to planned coker turnarounds during the

second and fourth quarters production in 2008 was

impacted by constrained bitumen production and by

disruption in operations during the first quarter which

was compounded by extremely cold weather By

comparison annual 2007 production was impacted by

unplanned maintenance on Coker 83 and Coker 82

and planned maintenance on other units

Operating costs dunng 2008 averaged $35 26 per

barrel up $10 83 per barrel from 2007 The ncrease

primarily reflects higher volumes of overburden

removed in 2008 than 2007 with increased use of

contractors to support this activity cost inflation

unbudgeted bitumen purchases during the first half of

2008 additional costs associated with an operational

upset in the first quarter 2008 and higher natural gas

consumption and prices in 2008 Lower production

volumes in 2008 compared with 2007 also contributed

to higher per barrel operating costs Operating costs

section of this MDA

Canadian Oil Sands markets its own share of Syncrude

production which is transported by various pipelines to

refineries throughout Canada and the U.S During the

third quarter of 2007 Syncrude transitioned its

production volumes from its historical SyncrudeTM

Sweet Blend SSB quality evel to higher quality

SyncrudeTM Sweet Premium SSP blend which we

expected would increase the amount of Syncrude

production our customers could process While we

cannot confirm if the switch to the SSP blend has

increased demand for Syncrude products several of

our customers have increased the amount of Syncrude

production that they purchase As we cannot produce

SSB at the same time as SSP we cannot determine if

the move SSP has resulted in the financial benefits

we originally expected to achieve Commencing in

2007 we began using the term synthetic crude oil

or SCO in lieu of the terms SSB and SSP to refer to

Syncrudes production of synthetic crude oil and our

sales volumes thereof

In November 2006 Syncrude Canada entered into

Management Services Agreement MSA with

Imperial Oil Resources Ltd Imperial Oil with an

CANADIAN OIL SANDS AVERAGE DAILY SALES

mbbls per day
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CASH FROM OPERATING ACTIVITIES

per Trust Unit
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Non-GAAP measure
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initial term of 10 years The goal of the MSA is to

improve Syncrudes operating reliability and reduce

energy intensity as well as identify capital and operating

cost efficiencies through the utilization of Imperial Oil

and ExxonMobils global expertise in the areas of

operational technical and business management

services The MSA also provides Syncrude Canada

with access to additional skilled labour resources from

Imperial Oil and ExxonMobil to somewhat mitigate the

shortage in the Fort McMurray area

BUSINESS ENVIRONMENT

In the first nine months of 2008 the Trust reported

record results primarily as result of high crude oil

prices However in the last quarter of 2008 an economic

slowdown in the United States and Canada impacted

access to credit markets commodity pricing and

foreign exchange rates During this time U.S dollar

WTI prices decreased from approximately $101 per

barrel at September 30 2008 to approximately $45 per

barrel at December31 2008 and the U.S to Canadian

dollar exchange rate went from $0.94 to $0.82

For the first two months of 2009 oil prices have

averaged approximately $41 U.S per barrel and the

U.S to Canadian dollar exchange rate has averaged

$0.81 The Trust prepared its 2009 budget based on

$50 U.S WTI per barrel and U.S to Canadian dollar

exchange rate of $0.825 As at February 26 2009 some

entities have been able to access credit markets to

obtain financing however new financing is at

significantly higher cost than in prior years The Trust

continues to monitor the business environment in

preparing guidance setting distribution levels and

managing its capital structure

Syncrude continued to experience inflationary

pressures in 2008 as result of significant activity in

the oil sands While the annual results demonstrate

the strong business environment that existed for most

of 2008 they do not entirely reflect the significant

deterioration in market conditions that occurred in the

last quarter and into 2009 Financial statement users

should be alert to these changes as they review the

information contained within this MDA

SELECTED ANNUAL INFORMATION

millions except per Trust Unit amounts 2008 2007 2006

Revenues after crude oil purchases and transportation expense 4169 3.250 2.432

Net income 1523 743 834

Per Trust Unit basic 3.17 1.55 1.79

Per Trust Unit diluted 3.16 1.54 1.78

Cash from operating activities 2241 1.377 1142

Per Trust Unit 4.66 2.87 2.45

Total assets 6933 7271 6532

Net debt 979 950 1291

Total other long-term liabilities2 334 354 273

Unitholder distributions per Trust Unit 3.75 1.65 1.10

Long-term debt /ess cash and cash equivalents Non-GAAP measure

This balance includes employee future benefits and other liabilities as well as the Trusts asset retirement obligation

2008 2007 2006

Average net realized SCO selling price before

currency hedging Sbbl 106.81 79.02 71.96

Average West Texas Intermediate US.$/bbl 99.75 72.36 66.25

Premium Discount price differential Cdn$/bbi 1.94 1.63 2.57

Average foreign exchange rates U.S.SiCdn$ 0.94 0.93 0.88

Based on volume weighted-average calculation
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Net ncome per 8arre

Sperbbl1 2008 2007 2006

Revenues after crude purchases and transportation expense 10747 7929 72.56

Operating costs 35.26 25.23 27.07

Crown royalties 15.44 11.83 6.93

Netback 56.77 42.23 38.56

Non production costs 00 54 08

Administration and insurance 0.61 0.69 0.65

interest net 1.75 2.08 2.93

Depreciation depletion and accretion 11 46 56 61

Foreign exchange gain loss 09 86 16

Earnings before taxes 36 86 32 22 25 45

Future income tax recovery expense and other 239 14 12 53

Net income per barrel 3925 1810 2492

Sales volumes fmmbbls2 388 41.0 33.5

Unless otherwise specifieo net income and other per barrel measures in this MDA have been den yea by dividing the relesant

revenue or cost item by the sales volumes in the penod

Sales volumes et of purchased crude oil volumes

The increase in revenues for 2008 relative to 2007 was full year of Stage expansion volumes in 2007 versus

primarily due to higher realized annual SCO selling only four months of Stage expansion volumes for 2006

prices partially offset by lower 2008 sales volumes The
The higher 2008 realized SCO selling price versus

increase in revenues for 2007 relative to 200$ was
2007 and 2007 compared with 2006 was primarily due

due to increased SCO selling prices additional
to increased dollar WTI prices for crude oil During

sales volumes from the acquisition of an additional
2008 and 2007 Canadian Oil Sands also received

25 percent Syncrude interest in January 2007 and
premium for its crude relative to Canadian dollar WTI

which was in contrast to discount received in 2006

Net income increased in 2008 over 2007 primarily as

result of increased revenues and lower income taxes

offset by higher operating costs Crown royalty charges

and depreciation depletion and accretion DDA

expenses In 2007 net income was teduced by one

time $701 million future income tax charge following

the substantive enactment of trust taxation Net income

decreased in 2007 relative to 2006 as result of

increased revenues that were more than offset by the

impacts of the one time future income tax charge

higher Crown royalties and higher operating expenses

associated with the increase in production volumes

Total operating costs increased in 2008 to $1368

million versus $1034 million and $907 million in 2007

and 2006 respectively Costs have increased during

the 2006 to 2008 time period mainly as result of

NETBACK AFTER HEDGING

per bb
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additional equipment and larger workforco to operate debt totalled $204 million in 2008 versus unrealized

expanded facilities at Syncrude following the foreign exchange gains of $153 million and $1 million in

completion of the Stage project rising costs for 2007 and 2006 respectively

materials and labour in the Fort McMurray area larger DD.A expense in 2008 totalled $444 million versus

Syncrudo workng nterest and addtonal costs for
$351 mOon for 2007 and $255 mlhon for 2006 Total

contract eqmpment and operators to move more DDA was mpacted by changes producbon
overburden and of sands Further nformabon regarding

volumes and changes the per barrel deprecabon
the ncrease operasng costs for 2008 relahve to

and deplebon DD rate On per barrel of

2007 provded the Operabng Costs sechon of

producuon bass the DD rate was $11 07 $8 31 and

this MDA
$7.34 in 2808 2087 and 2006 respectively Per barrel

DD rates have increased mainly as result of

increased future development cost estimates and the

acqus Won of an addWonal Syncrude working nterest

in 2007 Discussion of the Trusts future DD rates is

provided in the Depreciation Depletion and Accretion

Expense sechon of this MDA

Cash from operating activities totalled $2241 million

or $466 per Unit compared with $1377 million or

$2 87 per Unrt 2007 and $1 142 mOon or $2 45

per Unit 2806 Changes revenues operabng

Foregn exchange gams and losses during the years expenses and Crown royalbes mpacted cash from

are primarily attributable to the impact of foreign operating activities Changes in noncash working

exchange rate changes on dollar denomuiated captal mpacted cash from operabng acbvWos as

debt Unreahzed foreign exchange losses on long term provded the followng table

Years ended December31 millions 2008 2007 2006

Cash from used in changes in

Accounts receivable 195 135 47

Inventories 18

Prepaid expenses

Accounts payable and accrued liabilities 15 23

Less A/P reclassed to investing and other 47

Change in operating noncash working capital 202 165 22

In 2008 Canadian Oil Sands incurred $599 million in

Crown royalbes versus $485 mOon 2007 and

$232 million in 2006 The increase in Crown royalty

expense was primarily due to increased revenues

offset by higher operating costs and capital

expenditures In addition the increase in 2008 and 2007

Crown royalbes relabve to 2006 was mpacted by the

shift to higher 25 percent royalty rate which occurred

the second quarter of 2006 when the major capital

expenditure related to Stage was completed



Working capital changes and the resulting impact on

our cash from operating activities are difficult to predict

due to the many variables that influenco the changes

Non-cash working capital and changes therein vary on

period by period basis as result of the timing and

settlements of accounts receivable and accounts

payable balances and are impacted by number of

factors including changes in revenue operating

expenses Crown royalties the timing of capital

expenditures and changes in inventory balances

Net debt comprised of long-term debt less cash and

cash equivalents increased to $979 million at

December31 2008 from $950 million at December 31

2007 mainly as result of cash from operating activities

less capital expenditures debt repayments Unitholder

distributions plus unrealized foreign exchange losses

in 2008 on the revaluation of dollar denominated

debt Relative to December 31 2006 net debt

decreased $312 million at December 31 2008 mainly

as result of cash from operating activities less

Unitholder distributions and debt repayments

Canadian Oil Sands Asset Retirement Obligation

ARO liability which represents the present value of

our share of the estimated environmental reclamation

costs of the Syncrude Project totalled $235 million at

the end of 2008 $226 million in 2007 and $173 million

in 2006 Canadian Oil Sands 2008 ARO rose over 2007

as result of cost inflation adjustments while the

increase in 2007 over 2006 was the result of increased

cost estimates to comply with new material handling

requirements in accordance with provincial regulations

The Trust paid distributions totalling $375 per Unit

in 2008 compared with $165 per Unit in 2007 and

$110 per Unit in 2006 The rise in distributions mainly

reflected strong crude oil prices and lower capital costs

over the three year period

Non-GAAP Financa Measures

In this MDA we refer to financial measures that do not

have any standardized meaning as prescribed by

Canadian generally accepted accounting principles

GAAP These non GMP financial measures include

cash from operating activities on per Unit bas net

debt total capitalization net debt to total capitalization

return on average Unitholder equity return on average

productive capital employed and certain per barrel

measures Cash fiom operating activities per Unit is

calculated as cash from operating activities reported

on the Trusts Consolidated Statement of Cash Flows

divided by the weighted average number of Units

outstanding in the period This measure is an indicator

of the Trust capacity to fund capital expenditures

distributions and other investing activities without

incremental financing In addition the Trust refers to

various per barrel figures such as net realized selling

prices operating costs and Crown royalties which also

are considered non GAAP measures but provide

meaningful information on the performance of the Trust

We derive per barrel figures by dividing the relevant

revenue or cost figure by our sales volumes which are

net of purchased crude oil volumes in period

Non SAAP financial measures provide additional

information that we believe is meaningful regarding the

Trust operational performance its liquidity and its

capacity to fund distributions capital expenditures and

other investing activities Users are cautioned that

non-GAAP financial measures presented by the Trust

may not be comparable with measures provided by

other entities



SUMMARY OF QUARTERLY RESULTS

/5 millions except per Trust Unit
2008

and volume amounts 01 Q2 03 04 Annu

Revenues 907 1177 1381 704 4169

Net income loss 298 497 604 124 1523

Per Trust Unit Basic 0.62 1.04 1.25 026 3.17

Per Trust Unit Diluted 0.62 1.04 125 0.26 3.16

Cash from operating activities 441 413 921 466 2241

Per Trust Unit2 0.92 0.86 1.91 0.97 4.66

Unitholder distnbutions 360 481 602 361 1804

Per Trust Unit 075 00 25 75 75

Daily average sales volumes ibbisld3 99181 97744 116656 110197 105986

Net realized selling price $bblj4 10041 131 32 127 55 6940 10691

Operating costs 5/b/sI5 35.93 41.82 32.15 32.10 35.26

Purchased natural gas price c$/GJ 30 938 86 41 66

West Texas Intermediate iavg US $/bbO 9782 12380 11822 5908 9975

Foreign exchange rates 3Cdn5i

Average 00 099 96 083 94

Quarter end 097 098 084 082 082

2007

________
Cl Q2 Q3 Q4 Annual

Revenues1 674 690 936 950 3250

Net income loss 262 395 361 515 743

Per Trust Unit Basic 55 82 75 07 55

Per Trust Unit Diluted 54 82 75 07 54

Cash from operating activities 202 324 484 367 377

PerTrust Unit2 042 0.68 1.01 077 2.87

Unitholder distributions 144 191 192 264 791

Per Trust Unit 0.30 0.40 0.40 0.55 1.65

Daily average sales volumes bbls/d 108 981 98720 124 904 116 368 112 298

Net realized selling price 5/bbi4 6869 76.81 81.48 88.73 79.29

Operating costs $ibbl 23 56 30 13 20 64 27 38 25 23

Purchased natural gas price 9/GJ 99 78 99 84 14

West Texas Intermediate avg U.S.S/bbl6 58.23 65.02 75.15 90.50 72.36

Foreign exchange rates US.$iCdn$

Average 85 91 96 02 93

Quarter end 87 94 00 01 01

Revenues after crude oil purchases and transportation expense

Cash from operating activities per Trust Unit is non GAAP measure that is denved from rash from operating activities reported

on the Trusts Consolidated Statements of Cash Flows divided by the weighted average number of Trust Units outstanding in

the penod as used in the Trusts net income per Unit calculations

Daily average sales volumes after crude el/purchases

Net realized SCO selling price aft/sr foreign currency hedging

Derived from operating costs as reported on the Trusts Consolidated Statements of Income and Comprehensive Income

divided by the sales volumes during the period

Pricing obtained from Bloomberg
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During the last eight quarters the foflowing items have

had significant impact on the Trusts financial results

Fluctuations in U.S dollar WTI oil prices significantly

impacted the Trusts revenues Crown royalties and

net income

The substantive enactment of income tax legislation in

June 2007 resulted in an additional future income tax

expense of $701 million in the second quarter of 2007

2008 QUARTERLY DAILY AVERAGE SALES VOLUMES

mbbls per day

60
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10

Other corporate tax rate reductions substantively

enacted in the fourth and second quarters of 2007

resulted in future income tax recoveries of $153 million

and $38 million in each quarter respectively

U.S to Canadian dollar exchange rate fluctuations

have resulted in significant unrealized foreign

exchange gains and losses on the revaluation of

U.S dollar denominated debt and have impacted

commodfty pncng and

Planned and unplanned maintenance activities

have impacted quarterly production volumes sales

revenues Crown royalties and operating costs

Quarterly variances in revenues net income and cash

from operaung actvtes are caused manly by

fluctuations in crude oil prices production and sales

volumes operahng costs and natwal gas pnces Net

income is also impacted by noncash foreign exchange

gans and losses caused by fluctuatons foreign

exchange rates on our dollar denommated debt

and by future income tax changes large proportion

of operahng costs are fixed and as such unt operafing

costs are highly variable to production volumes While

the supply/demand balance for crude oil affects selling

prices the impact of this equation is difficult to predict

and quantify and has not displayed significant seasonality

120

90

01 Q2 03 04 Annual

2008 QUARTERLY OPERATING COSTS

per bbl

2008 QUARTERLY NET REALIZED SELLING PRICE

per bb/

Q1 02 Q3 04 Annual 01 Q2 03 04 Annual
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Maintenance and turnaround activities are typically

scheduled to avoid the winter months however the

exact timing of unit shutdowns cannot be precisely

scheduled and unplanned outages may occur

Accordingly production levels may not display reliable

seasonality patterns or trends Maintenance and

turnaround costs are expensed in the period incurred

and can lead to significant increases in operating

costs and reductions in production in those periods

REVEW OF FNANCIAL RESULTS

Natural gas prices are typically higher in v/inter months

as heating demand rises but this seasonality is

significantly influenced by weather conditions and

North American natural gas inventory levels

Canadian Oil Sands unaudited fourth quarter 2808

results were discussed and analyzed in our MDA
released on January 28 2009 and filed with the Trusts

January 28 2809 press release which is available on our

websito at www.cos-trust.com or at www.sedar.com

Revenues after Crude Oil Purchases and Transportation Expense

tt millIons 2008 2007 change change

Sales revenue 4543 3633 910 25

Crude oil purchases 337 348 11

Transportation expense 37 35
4169 3250 919 28

Sales volumes mmbbls 38.8 41.0 22

per barrel/

Realized selhng pnce before hedging 106 81 79 02 27 79 35

Currency hedging gains 010 0.27 0.17 63

Net realized selling price 10691 79.29 2762 35

Sales volumes net of purchased crude oil volumes

2Sales revenue after crude 01/purchases and transportation expense divided by sales volumes net of crude oil volumes purchased

Ca/cu/ation does not include sulphur ca/es

REVENUES AFTER CRUDE OIL PURCHASES
TRANSPORTATION AND MARKETING EXPENSE

AND HEDGING

millions

NET REALIZED SELLING PRICE

f$ per bbl
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The increase in sales revenue on an annual basis in

2008 versus 2007 was due to higher realized selling

prices for 800 offset by decline in sales volumes

\NTI prices averaged $99.75 U.S per barrel in 2008

versus $7236 U.S per barrel in 2007 Fluctuations in

U.S to Canadian dollar exchange rates did not

significantly impact Canadian dollar equivalent WTI

prices for 2008 relative to 2007 as average U.S to

Canadian dollar exchange rates wore roughly the same

in both years

Our net realized SCO selling price after currency

hedging gains averaged $106.91 per barrel in 2008 an

increase of $27.62 per barrel compared with 2007 The

35 percent increase in average realized selling price

year-over-year reflected higher WTI prices as well as

improved price differentials We realized premium to

average Canadian dollar WTI of $1 .94 per barrel in

2008 relative to premium of $1 63 per barrel in 2007

The differential is dependent upon the supply and

demand for SCO and accordingly can change quickly

depending upon the short-term supply and demand

dynamics in the market and pipeline availability for

transporting crude oil

Year to-date sales volumes averaged 106 000 barrels

per day in 2008 versus an average of 112 000 barrels

per day for 2007 Sales volumes far 2008 were

mpacted by the scheduled turnarounds of Cokers 8-2

and operational difficulties during the first quarter

and bitumen production constraints Sales volumes in

2007 were impacted by maintenance on Coker

Coker and other units

NET INCOME

m///ions

NET INCOME PER TRUST UNIT BASIC

per Trust Un/t
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Operating Costs

The fofowing table breaks down unit operating costs

into its major components and shows bitumen costs

on both per barrel of bitumen and per barrel of 500

produced basis The Trust has prepared this information

to enable users to compare operating costs at Syncrude

with other oil sands producers Users are cautioned

that the following results may not be fully comparable

with other entities due to differing treatments for

operating and capital costs among producers

2008 2007

per bbl Btumon SCO Bhumen SCO

Bitumen Co ts

Bitumen oduction 5.76 10 64

Purchased energy4 283 219

Purchased bitumen 90

1949 22.82 1283 1526

Upgrading Costs3

Bitumen ocessing and upgrading 583 4.35

Turna ound and catalysts 81 05

Purchased energy4 394 2.55

1158 795

Other and research 04 43

Change in eated and untreated inventory 0.06 0.02

Total Syncrud operating costs 50 24 62

Canadian Oil Sands adjustments .24 61

Total ope ating costs 26 25

thousands of barrel per day 5CC Bilurnen SOC

Syncrude production volumes bb/s/d6 38 289 363 305

Bitumen costs relate to the removal of overburden oil sands mining bitumen extraction and tailings dyke

construction and disposal costs The costs are expressed on per barrel of bitumen production basis and

converted to per barrel of SCO based on the effective yield of SCO from the processing and upgrading of

bitumen

year information has been restated for comparatIve purposes to conform to revised presentation of costs

costs include the production and ongoing maintenance costs associated with processing and

upgrading of bitumen to SCO It also includes the costs of major upgrading equipment turnarounds and catalyst

replacement al/of which ate expensed as incurred

4Natura/ gas piices averaged $766 per GJ and $6 14 per GJ in 2008 arid 2007 respectively

Canadian Oil Sands adjustments mainly pertain to Syncrude related pension costs as well as the inventory

impact of moving from production to sales as Syncrude reports per barrel costs based on production volumes

and the Trust reports based on sales volumes

tSyncrude production volumes include the impact of processed purchased bitumen volumes

per bbl of SC0 2008 2007 Change Change

Production costs 2801 20 08 93 39

Purchased energy 725 515 210 41

Total operating costs 35.26 2523 1003 40

GJs per bbl of SCO 2008 2007 Change Change

Purchased energy consumption 095 0.84 0.11 13
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performance of several Syncrude owners shares In 2008 Canadian OU Sands and the other Syncrude

and Units of which performance was weaker in 2008

relative to 2007

Non-Production Costs

Non-production costs consist primarily of development

expenditures relating to capital programs which are

expensed such as commissioning costs pre-teasibility

engineering technical and support services research

and development RD and regulatory and

stakeholdor consultation expenditures Accordingly

non-production costs can vary depending on the

number of projects underway and the stage of

development of the pojects Non produchon costs

totalled $78 million in 2008 an increase of $15 million

compared with 2007 primarily as result of additional

RD activities at Syncrude

Crown Royaffies

Crown royalties increased to $599 million or $15.44

per barrel in 2008 from $485 million or $1 1.83 per

barrel in 2007 The change in Crown royalties in 2008

versus 2007 was due to increased revenues net of

allowed operating costs non-production costs and

capital expenditures

Under the Generic Oil Sands Royalty regime that was

in place in Alberta during 2008 and 2007 the Crown

royalty was calculated as the greater of one percent of

gross plant gate revenue before hedging or 25 percent

of net revenues calculated as gross plant gate revenue

before hedging less allowed Syncrude operating

non-production and capital costs In 2009 key changes

will be implemented in the calculation of Syncrudes

Crown royalties

owners exercised their pre-existing option to convert

to bitumen-based Crown royalty Effective January

2009 Syncrude will calculate Crown royalties based on

deemed bitumen revenues less allowed bitumen

operating non-production and capital costs rather

than paying Crown royalties based on the production of

SCO As part of the conversion to bitumen-based

royalty only costs related to producing bitumen rather

than the fully upgraded SCO can be dedudted In

addition deductible costs in calculating Crown royalties

will be reduced in future years by approximately

$5 billion $1.8 billion net to the Trust resulting in

additional future Crown royalties of approximately

$1.25 billion plus interest $459 million plus interest net

to the Trust over 25-year period The cost reductions

relate to capital expenditures that were deducted in

computing Crown royalties on SCO in prior years and

are no longer associated with the royalty base

In 2008 Canadian Oil Sands and the other Syncrude

owners also reached an agreement with the Alberta

government on terms to transition the Syncrude Project

to Albertas New Royalty Framework Under the

agreement the Syncrude owners wf pay the greater

of 25 percent of net deemed bitumen revenues or

one percent of gross deemed bitumen-based

revenues plus an additional royalty of up to $975 million

$358 million net to the Trust for the period January

2010 to December31 2015 The addtional royalty of

$975 mflon reduced praportonally brtumen

producbon less than 345 000 barrels per day over

the penod and payable sx annual nstallments

respect of the followng penods

2014 2015 Total$rntll/ons 2010 2011 2012 2013

Syncrude 75 75 100 150 225 350 975

Canadian Oil Sands Share 27 27 37 55 83 129 358
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Asset Retirement Obligation

Canadian Ot Sands ARO liabiHty which represents

the present value of our share of the estimated

environmental reclamation costs of the Syncrude

Foreign Exchange Gains

Unrealized foreign exchange FX losses and gains

are primarily the result of revaluations of our U.S dollar

denominated long-term debt caused by fluctuations in

US and Canadian dollar exchange rates During 2008

the unrealized FX loss resulted from the weakening of

the Canadian dollar relative to the U.S dollar to $0.82

U.S./Cdn at December 31 2008 from $1.01 U.S./Cdn

at December 31 2007 At December31 2008 the Trust

had $874 million in U.S dollar debt outstanding The

unrealized FX gains in 2007 were due to the

strengthening of the Canadian dollar relative to the U.S

dollar to $1.01 U.S./Cdn at December 31 2007 from

$0.86 U.S./Cdn at December 31 2086

Realized FX losses and gains are primarily the result of

the repayment of U.S dollar denominated debt the

settlement of U.S dollar denominated receivables and

the revaluation of U.S dollar cash balances During

2008 the Trust recognized FX gains primarily on the

settlement of U.S dollar denominated accounts

receivable During 2007 the Trust realized an FX gain of

$18 million on the settlement of long-term debt and

realized FX losses of $54 million on the settlement of

U.S dollar denominated accounts receivable and

cash balances

Future Income Tax and Other

Canadian Oil Sands future income taxes on its

Consolidated Balance Sheet represent the net

difference between tax values and accounting values

referred to as temporary differences tax-effected at

project increased to $235 million at December31 2008

versus $226 million at December31 2007 The change

was due to increased cost estimates and accretion

expense less reclamation costs incurred during the year

substantively enacted tax rates expected to apply when

the differences reverse Canadian Oil Sands recorded

future income tax recovery of $93 million in 2008 on

the reduction of temporary differences compared with

future income tax expense of $579 million in 2007

The 2007 future tax expense was primarily the result of

one time $701 milton future ncome tax expense

recorded on the enactment of fedral legslaton to tax

ncome trusts offset by tax recovery of $193 mdhon

associated with reductions in corporate tax rates

enacted during 2807

During 2008 legislation to adjust the deemed provincial

component of the tax on distributions from income and

royalty trusts commencing in 2011 was passed in the

House of Commons Under this legislation we expect

the provincial component of the tax applicable to

Canadian Oil Sands will be reduced from 13 percent to

10 percent as substantially all of Canadian Oil Sands

activities are in Alberta For accounting purposes the

adjustment is not considered substantively enacted

because the related income tax regulations have not

been finalized If the proposal becomes enacted we

expect to record future income tax recovery based

on the temporary differences at that time

On July 14 2008 the Department of Finance released

draft legislation for income and royalty trust

conversions The draft legislation is designed to permit

income and royalty trusts to convert into public

corporations without triggering adverse Canadian tax

millions 2008 2007

Unrealized foreign exchange loss gain 204 53

Realized foreign exchange loss gain 45 36

Total foreign exchange loss gain 159 117



consequences to the in ome or royalty trust and as CR CAL ACCOUNTING ESTIMATES

Unitholders the SIFT conversion rules On cntical accounting estimate is considered to be one

November 28 2008 the Minister of Finance troduced hat requires assumptions be made about matters that

changes in the House of Commons to the SIFT are uncertain at the time the accounhng estimate is

conversion rules nd on December 2008 issued made and would have material impact on the financial

explanatory notes on these changes For Canadian results if different as umptions were used Ca adian Oil

taxpayers the effect of this proposed legislation is to Sands makes numerous estimates in ts financial results

how taxfree rollover of holdings in trust as it in order to provide timely information to users The

converts to corporate ructure It also accelerated following estimates are howevei considered cntical

the safe haven guidelines to immediately allow
Canadian Oil Sands must estimate the re erves it

cumulative new Equit issues of up to 100 percent of

xpects to recover in the future and the elated net

an entitys Octobr 2006 market capit hization As
revenues expected to be generated from those

of December31 008 this legislation was not enacted
reserve Our reserves and future net revenues are

Wi the taxation of income trusts commencing evaluated and reported in reserve report prepared

January 2011 Canadian Oil Sands has evaluated by independent petroleum reserve evaluators who

alternatives as to the best structure for its Unitholders determine their evaluations using various factors and

in the future Based on current in ormation and sumptions such as fo ecasts of mining and

pending the enactment of the SIFT conversion rules extraction ecovery and upgrading yield based on

as amended we will likely convert to corporation geological and engineering data projected future

We plan to retaii he flowthrough advantages of rates of production projected operating costs

trust structure until 2011 unless circums ances arise ye ties and taxes projected crude oil prices and oil

that favour fa transition Canadian Oil Sands price differentials and timing and amounts of future

continues to be long term value investment in the development costs all of which are estimates We

oil sands and does not rely on tax efficiency of believe that the factor and assumptions ed in the

flowthrough trut model to sustain its business Our estimates are reasonable based on the information

longl fe reserves and virtually non declining production availab at he time that the estimates are prepared

prof lie provide solid foundation to generate future Estimates of reserves and future net revenues are

cash from operating activities critical to asset imp irment tests and DD

In 2007 Canadian Oil Sands recorded an additional
calculations The reserve report is reviewed by

future income tax liability on its Consolidated Balance
Management the Reserves Marketing Operations

Sheet totalling $327 million with corresponding
and Environmental Health and Safety Committee as

increase to property plant and equipment as result
well the ard of Directors

of the 125 percent Syncrude working interest As circumstances change and new nformation

acquisition and the subsequent dissolution of the becomes available the reserve report data could

partnership in which the working interest was held The change Future actua ro ults could vary greatly from

future income tax liability represents the tempera our estimates which could cause material changes

differences between the book values of the net assets in our unitof production DD rates and set

and the related tax pools acquired impairment tests of which use there erves and/or

future net revenues in the respective calculations



In 2008 Canadian Oil Sands recorded its ARO liabfity

and corresponding asset based on the estimated

discounted fair value of fts share of Syncrudes future

expenditures that will be required for reclamation of

each of Syncrudes mine sites that have been

disturbed In determining the fair value Canadian Oil

Sands must estimate the amount of the future cash

payments the timing of when those payments will

be required and then apply an appropriate credit-

adjusted risk-free rate Given the long reserve life of

Syncrudes leases the reclamation expenditures will

be made over approximately the next 60 years and

therefore it is difficult to estimate the timing and

amount of the reclamation payments that will be

required as they will occur far into the future

Any changes in the anticipated timing or the amount

of the payments subsequent to the initial obligation

being recorded results in change to our ARO

liability and corresponding asset Such changes will

impact the accretion of the obligation and the

depreciation of the asset and will correspondingly

impact net income

In addition due to the indeterminate useful life of

Syncrudes upgrader facilities and the uncertainty in

estimating the timing and amount of the reclamation

expenditures if any related to Syncrudes sulphur

blocks no amounts have been recognized in the

Trusts ARO liability for those components Actual

future reclamation costs related to the upgrading

tacilities and the sulphur blocks may materially

impact future ARO estimates and the Trusts cash

from operating activities in the years these

reclamation costs are incurred

Canadian Oil Sands accrues its obligations for

Syncrude Canadas postemployment benefits

utilizing actuarial and other assumptions to estimate

the projected benefit obligation the return on plan

assets and the expense accrual related to the current

period The basic assumptions utilized are outlined

in Note 9a to the audited Consolidated Financial

Statements 0.25 change in the discount rate

related to Syncrude Canadas defined benefit

pension plan would result in an approximate

increase/decrease of $25 million in our employee

future benefit liability

In addition actuarial gains and losses are deferred

and amortized into income over the expected

average remaining service lives of employees which

was estimated to be 12 years Actual costs related to

Syncrude Canadas employee benefit plans could

vary greatly from the amounts accrued for the

pension obligation and the plan assets If Canadian

Oil Sands had recognized the actuarial losses

immediately in income pension and other post

employment expense would have decreased from

$33 million to approximately $32 million in 2008

In addition the accrued benefit liability on the

Consolidated Balance Sheet would have increased

from $110 million to $258 million Canadian Oil Sands

does not have pension plan for its own employees

Therefore all of the employee future benefit liabilities

and expenditures relate to its working interest share

of Sjncrude Canada pension benefit plan and

post employment plan obligations

dCanadian Oil Sands must estimate its future tax

liability at the end of each reporting period based on

estimates of temporary differences when those

temporary differences are expected to reverse and

the tax rates at which they will reverse Actual tax

rates at which the temporary differences will reverse

and the amount and timing of reversal of the

temporary differences may however differ from our

estimates and may result in material changes in our

future income tax liability and future income tax

expense or recovery



CHANGE IN ACCOUNTING POLICIES

In ts audited Consolidated Financial Statements for the

year ended December31 2007 Audited 2007 Financial

Statements Canadian Oil Sands adopted the

requirements of the Canadian Institute of Chartered

Accountants CICA Secbon 3862 Financial Instruments

Disclosures Section 3863 Financial Instruments

Presentation and Secbon 1535 Capital Disclosures

These standards were effective January 2008

however early adoption was encouraged by the CICA

In June 2007 the CICA issued new accounting

standard Section 3031 Inventones which replaces the

existing standard tar inventories Section 3030 The

main features of the new section are as follows

measurement of inventories at the lower of cost and

net realizable value

consistent use of either first-in first-out or weighted-

average cost formula to measure cost and

reversal of previous write-downs to the lower of cost

and the revised net realizable value when there is

subsequent increase to the value of inventories

The new inventory standard was effective for the Trust

beginning January 2008 Application of the new

standard did not impact the Trusts financial statements

NEW ACCOUNTNG PRONOUNCEMENTS

Goodwill and Intangible Assets

In February 2008 the CICA issued new accounting

standard Sechcn 3064 Goodwill and Intangible

Assets which replaces Section 3062 Goodwill and

Other Intangible Assets and Section 3450 Research

and Development costs The new section establishes

standards for the recognition measurement and

disclosure of goodwill and intangible assets The section

is effective for the Trust beginning January 2009

Application of the new section is not expected to have

material impact on the Trusts financial statements

International Financial Reporting Standards

On February 13 2008 the CICA Accounting Standards

Board announced that Canadian public reporting

issuers will be required to report under International

Financial Reporting Standards IFRS starting in 2011

IFRS will effectively replace Canadian GAAP for these

issuers and comparative IFRS information for the 2010

fiscal year will be required Canadian Oil Sands is

assessing the impact on our business of adopting IFRS

in 2011

As part of its assessment the Trust is identifying

potential differences between Canadian GAAP and

existing IFRS at December 31 2008 as well as

proposed IFRS which may be in effect in 2011

Management is reviewing the impact that these

differences will have on accounting policies information

technology and data systems internal control over

financial reporting disclosure controls and procedures

financial reporting and business activities Management

has not fully determined the impact of adopting FRS

on its financial statements however it should be noted

that the current financial statements may be

significantly different when presented in accordance

with IFRS The potential impacts on the consolidated

financial statements from the adoption of IFRS will

depend on the particular circumstances prevailing on

January 2011 as well as the accounting policy

choices adopted by Canadian Oil Sands

The adopton of IFRS will also impact Syncrudes

financial reporting and reporting of results to the Trust

Syncrude has established an implementation project

to manage its transition to IFRS Canadian Oil Sands

and the other Syncrude owners are responsble for

approving Syncrudes imp ementation plans and

ensuring that nformation to be provided by Syncrude

meets the owners needs Areas of impact that have

been identified for Syncrude include the accounting

and reporting of property plant and equipment held or

behalf of the joint venture participants pensions and

stock-based compensation The impact of adopting

IFRS on Syncrude has not been quantified at this time



During 2008 the Trusts longterm debt increased by

$40 mllllon as result of unrealized foreign exchange

losses on US dollar denominated debt more than

offsetting debt repayments of $150 million and the

repayment of $16 million in credit facility borrowings

As at December 31 2008 the Trust had $840 million

of unutilized credit facilities and $67 million in letters

of credit issued against separate line of credit

On June 29 and August 10 2009 Canadian Oil

Sands has $200 million of medium term notes and

U.S.$250 million senior notes maturing respectively

The Trust currently anticipates refinancing these notes

using its available credit facilities or by accessing the

debt capital markets

Canadian Oil Sands has set long term net debt target

of approximately $1 billion by the end of 2010 The

Trusts actual net debt will fluctuate however as

factors such as ci ude oil prices Syncrude operational

performance distributions FX rates and the ability to

access capital markets in prudent and cost effective

manner vary from our assumptions as outlined in the

Unitholder Distributions section of this MDA

UQUDITY AND CAPITAL RESOURCES

As at December31 millions 2008 2007

Long-term debt 1258 1218

Cash and cash equivalents 279 268

Net debt 979 950

Unitholders equity 3910 172

Total capitalization 4889 5122

Net debt to total capitalization percent 20 19

Net debt plus Unitholders equity Net debt total capitalization as well as net debt to total capitalization are nonSAAP measures

NET DEBT AT DECEMBER 31

billions

NET DEBT TO TOTAL CAPITALIZATION

AT DECEMBER 31

percent

04 05 06
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Performance Management Ratios

2008 2007

Return on average Unitholders equity percent 38 18

ROCE percent2 34 25

Calculated as comprehensive income divided by average Unitholders equity

Return on overage productive capital employed is calculated as net income before net interest expense future income taxes

and unrealized foreign exchange gains and losses divided by average net debt plus Unitholders equity excluding major

expansion projects not yet in use In 2008 and 2007 no such major expansion projects were excluded

key non-GAAP benchmark used to evaluate the

Trusts performance is return on average productive

capital employed ROCE which is measure of the

returns the Trust realizes on its assets that are in

productive use In calculating ROCE we exclude major

expansion projects that are not yet used in production

UNITHOLDER DISTRIBUTIONS

In 2008 and 2007 there were no such major expansion

projects excluded The Trusts ROCE and return on

average Unitholders equity were higher in 2008

compared with 2007 due primarily to the increase in

comprehensive income before net interest unrealized

foreign exchange and future income taxes respectively

millions 2008 2007

Cash from operating activities 2241 1377

Net income 1523 743

Unitholder distributions 1804 791

Excess of cash from operating activities over Unitholder distributions 437 586

Shortfall of net income over Unitholder distributions2 281 48

Cash from operating activities less Unitholdor distributions

Net income less Unitholder distributions

ROCE

percent

RETURN ON AVERAGE UNITHOLDERS EQUITY

percent



In 2008 cash from operating activities exceeded

Unitholder distributions by $437 million and along with

opening cash balances funded the Trusts distributions

capital expenditures reclamation trust fund contributions

and debt repayments

Unitholder distnbutions in 2008 exceeded net income

pnmanly as result of DDA and unreahzed foreign

exchange losses which are noncash items that do not

affect the Trusts cash from operating activities or ability

to pay distributions aver the near term

The Trust uses debt and equity financing to the extent

that cash from operating activities and existing cash

balances are insufficient to fund capital expenditures

reclamation trust contributions debt repayments

acquisitions distributions and working capital changes

from financing and investing activities

On January 28 2009 the Trust declared quarterly

distribution of $0.15 per Unit in respect of the first

quarter of 2009 for total distribution of approximately

$72 million Quarterly distributions are approved by our

Board of Directors after considenng the current and

expected economic conditions ensuring financing

capacity for Canadian Oil Sands capital requirements

and with the obiective of maintaining an investment

grade credit rating

In establishing the distribution amount for the first

quarter of 2009 the Trust considered the recent

decreases in crude oil prices and the turmoil in

worldwide credit markets If oil prices continue to

decrease cash from operating activities and our ability

to internally fund distributions and capital expenditures

will decline In addition as result of ongoing credit

market turmoil there is risk around the ability of the

Trust to access the capital markets in prudent and

cost effective manner During this period of risk we

believe that it is prudent to reduce distributions in order

to maintain liquidity and financial flexibility The Trust

also has approximately $500 million in debt maturities

in 2009 that it plans to refinance through existing credit

facilities or in the debt capital markets Despite average

WTI market prices of approximately $39 U.S per barrel

in February 2009 the Trust continues to generate

cash from operating activities is largely undrawn on its

$840 million of credit facilities and is positioned to

execute its financial and operating strategies

The February distribution also reflects the Trusts plan

of managing its capital structure in anticipation of trust

taxation in 2011 The Trust has been distributing fuller

amount of its cash from operating activities and had

been targeting long4erm net debt of about $1.6 billion

by the end of 2010 While we believe this net debt

target reflects efficient capital management and will

help conserve tax pools prior to trust taxation

achievement of that taiget must also consider

prudent liquidity position and capital market access

The target is based on Syncrude existing productive

capacity and will be reconsidered in light of Canadian

Oil Sands future capital requirement plans and any

growth opportunities

In determining the Trusts distributions Canadian Oil

Sands also considers funding for its significant operating

obligations which are included in cash from operating

activities Such obligations include the Trusts share of

Syncrude pension and reclamation funding which

amounted to $55 million and $38 million in 2008 and 2007

respectively We do not anticipate significant increases

in funding for pension or reclamation items in 2009

Debt covenants do not specifically limit the Trusts

ability to pay distributions and are not expected to

influence the Trusts liquidity in the foreseeable future

Aside from covenants relating to restrictions on

Canadian Oil Sands ability to sell all or substantially

all of its assets or to change the nature of its business

the most restrictive financial covenant limits total

debt-tototal capitalization at an amount less than

55 percent With current net debt4ototal capitalization

of approximately 20 percent significant increase in

debt or decrease in equity would be required to restrict

the Trusts financial flexibility



Cash from operating activities and net income can

fluctuate from period to period reflecting among other

things variability in operational performance WTI

prices SCO differentials to WTI prices and FX rates

The Trust strives to smooth out the impacts of these

fluctuations on distributions by taking longer term

view of the operating and business environment our

net debt level relative to our target and our capital

expenditure and other commitments In that regard

the Trust may distribute more or less in period than

is generated in cash from operating activities or net

income The variable nature of cash from operating

activities introduces nsk in the ability to sustain or

provide stability in distributions Expectations regarding

the stability or sustainability of distributions are

unwarranted and should not be implied Further the

taxation of income trusts commencing January 2011

likely will reduce future cash from operating activities

which may alter distribution levels

Premium Distribution Distribution ReInvestment

and Optional Unit Purchase Plan DRIP

In January 2009 Canadian Oil Sands reinstated its

Premium Distribution Distribution Relnvestment and

Optional Unit Purchase Plan DRIP The DRIP allows

eligible Unitholders to direct their distributions to the

purchase of additional Units at 95 percent of the

average market price as defined in the DRIP

Alternatively eligible Unitholders may elect under the

premium distribution component to have their

distributions invested in new Units and exchanged

through the DRIP broker for premium distribution

equal to 102 percent of the amount that the Unitholder

would otherwise have received on the distribution date

subject to proration and withholding tax reductions

in certain circumstances The DRIP also allows

those Unitholders who participate in either the regular

distribution re- nvestment or premium distribution

component of the DRIP to purchase additional Units

from treasury at the average market price in minimum

amounts of $1000 per remittance and maximum

amounts of $100000 in given quarter all subject to

an overall annual limit of two percent of the outstanding

Trust Units being offered for purchase in this manner

The Trust reinstated its DRIP to help preserve balance

sheet equity during this period of lower crude oil prices

and credit market risk As well the DRIP supports

distributions while providing Unitholders with several

options to manage their distribution payments in

costeffective convenient manner Only Canadian

resident Unitholders are eligible to participate in the

DRIP at this time



Sustaining capital expenditures including the SER

project are estimated to average approximately $10 per

barrel for 2009 and over the next few years are expected

to average $10 to $15 per barrel The additional

expenditures are result of large environmental and

infrastructure projects Over the longer term sustaining

capital expenditures are expected to average

approximately $6 per barrel excluding inflation The

per barrel estimates are based on annual Syncrude

production increasing from 106 milfon barrels in 2008

to 129 million barrels at design capacity

Syncrudes next significant growth stages anticipated

to be the Stage dobottleneck which is estimated

to increase Syncrude productive capacity by about

In 2008 capital expenditures totalled $281 million 50 000 barrels per day Following the debottleneck

versus $183 milfon in 2007 The Syncrude Emissions the Stage expansion is expected to grow Syncrude

Reduction SER project accounted for $73 milf on capacity by further 100 000 barrels per day post

and $69 million of the capital spent in 2008 and 2007 2016 However Syncrude is re evaluating its plans to

respectively with the remaining expenditures relating increase production well beyond the 500 000 barrels

to other sustaining capital activities including the per day estimated following the Stage expansion

replacement of trucks and shovels and infrastructure The objective is to develop an expansion plan that

activities Sustaining capital expenditures on per maintains an appropriate resource life of about 50 years

barrel basis wore approximately $7 23 and $4 46 in based on an independent estimate of Syncrude

2008 and 2007 respectively reserves and resources as of December 31 2008 The

Syncrude is undertaking the SEA project to retrofit

technology into the operation of Syncrudes original

two cokers to reduce total sulphur dioxide and other

emissions After the completion of the SEA project

stack emissions of sulphur compounds are anticipated

to be about 60 percent lower than 2008 approved

levels In 2008 Syncrude completed its review of the

SEA project and revised its cost estimates for the
000

project to $1 billion $590 million net to the Trust

from $772 million $284 million net to the Trust This

significant cost increase reflects several causes
750

including estimation errors delays in the expected

completion date and inflationary pressures The Trusts

share of the SEA project expenditures incurred to date

is approximately $181 million with the majority of the

remaining costs expected to be incurred ever the

next three years as construction is coordinated with

equipment turnaround schedules

CAPITAL EXPENDITURES

With the completion of Syncrudes Stage project

in 2006 Canadian Oil Sands expansion capital

expenditures have declined and capital costs for 2008

and 2007 were primarily related to sustaining capital

The Trust defines expansion capital expenditures as the

costs incurred to grow the productive capacity of the

operation such as the Stage project while sustaining

capital is effectively all other capital Sustaining capital

expenditures may fluctuate considerably year to

year due to the timing of equipment replacement and

other factors The productive capacity of Syncrude

operations is described in the Review of Syncrude

Operations section of this MDA

CAPITAL EXPENDITURES

f$ millions



scoping engineering work on the Stage dabottleneck The amount and timing of future capital expenditures is

and subsequent expansion stages have been approved dependent upon the business environment and future

by the Syncrude owners and are being pursued projects may be delayed or cancelled in times of low

Spending will ramp up as the engineering work commodity prices

progresses The liming of the expansions will depend

on the engineering and construction execution plans
CONTRACTUAL OBLGA11ONS AND COMMTMEN

It is probable hat the debottleneck will be delayed
The following table outlines the significant financial

beyond our previously disclosed 2012 projected obligations and commitments that are assumed in the

startup as could other expansion timing We plan to
normal course of operations and were known as of

prov de more information on timing over he next year
February 26 2009 These obligations and commitments

or two as the icoping work progresses No cost represent future cash payments that thoTrust is requl ed

estimates have been provided for hese projects nor to make under existing co tractual agreements that it

have they been approved by the Syncrude owners as
has entered into either directly or as 36.74 percent

they are still in the early planning stages
owner in Syncrude

Payments duo by period

After

millions Total year years 45 years yeais

Long-term debt 1861 575 165 447 674

Capital expenditure commitments2 456 202 254

Pension plan solvency deficiency payments3 107 14 36 17 40

Management services agreement4 142 17 51 34 40

Pipelinecommtments5 589 21 62 41 465

Asset retirement obligations6 774 12 43 25 694

Other obligations7 238 152 42 12 32

4167 993 653 576 945

Actual payments differ from the carrying value as the amounts are stated at amortized cost plus intern payment commitments

on the long term debt While there is approximately 3500 million of debt matunng in 2009 Canadian Oil Sands inten ion is to

refinance such Jebr

Capital espenditu commitments are primarily compnsed of our share of Syncrude Emissions Reduction project

We are responsible for funding our share of Syncrude Canidas registered pension plan clvency deficiency which was

confirmed in the December 31 2006 actuarial valuation that was completed in 2007

Reflects our share of Syncrude Canada annual fixed service fees under the agreement

Reflects our share of the AOSPL pipeline commitment as Svnciude Joint Venture owner

Reflect our shan of the undiscoun ted tim ted cash flows required to ettle Syncrudes environmental obligations upon

clamation of the Syncrude Joint Venture properties

TI obligations imerily include our share of the minimum paymenta required ider Syncrudes commitments for natu ci

gas purchases Other items include but are not ilmited to annual di posal fees for the flue gas desulphunzation unit an tire

supply agreeman

due in dollars are translated at the December 31 2008 exchange rates

44



granted with fair value of approximately $2 million

There were 1.3 million options outstanding at

February 26 2009 representing less than one percent

of Units outstanding Each option represents the right

of the optionholder to purchase Unit at the exercise

price determined at the date of grant All option

Canadian Oil Sands accrues its obligations for
exercise prices are reduced by distnbutions over

threshold amount The options vest by onethird
Syncrude Canada post-employment benefits utihzing

actuanal and other assumptions to estimate the
following the date of grant in each of the first three

projected benefit obhgation the return on plan assets
years and expire seven years from the date of grant

and the expense accrual related to the current penod As at December 31 2008 there were 117 726

As result of market performance during the last performance Unit nghts PUPs outstanding with

quarter of 2008 there was significant dechne in the an accrued value of approximately $3 milhon On

actual return of Syncrudes defined benefit pension February 2009 an additional 111 127 PUPs were

plan assets compared with the expected return There granted with fair value of approximately $2 million The

was also an offsetting dechne in the value of Syncrude PUPs are earned based on total Unitholder return at the

accrued benefit obhgation duo to changes in corporate end of three years compared to peer group with the

inteiest rates used to discount those obligations actual Unit equwalents earned ranging from zero to

Syncrude Canada last actuarial valuation of ts double the target award More detail on the Trust

pension plan was completed during 2007 Nhich stock based compensation plans can be found in Note

established funding requirements until December 31 15a to the audited Consohdated Financial Statements

2009 Syncrude next required valuation for funding as well as the Trusts Management Proxy Circular dated

purposes will be as of December 31 2009 however March 13 2009 which is available on our website at

Syncrude will assess the requirement for an earlier www cos trust cam or at www sedarcom

valuation when it files its 2008 pension results
Canadian Oil Sands Units trade on the Toronto Stock

UNrrHOLDERS CAPTAL AND TRADING AC11VTV
Exchange under the symbol COSUN The Trust had

market capitalization of approximately $10 billion

Canadian Oil Sands issues Unit options options as
with 482 million Units outstanding and closing

part of its long-term incentive plan for employees
price of $2110 per Unit on December 31 2008

There were 421250 options granted in 2008 with an
table summarizing the Units issued in 2008 is

average exercise price of $3997 per option and
included in Note 14a of the audited Consolidated

fair value of approximately $2 million which will be
Financial Statements

amortized into income over three-year vesting period

On February 2009 another 441672 options were

The Trusts commitments and obligations have

increased relative to the prior year end primarily as

result of increased cost estimates for the SER project

new natural gas purchase commitments by Syncrude

changes in the value of the Trusts long-term debt

and fewer payments on 2008 commitments



SUSTAINABLE DEVELOPMENT For 2007 Syncrude met 90 percent of its reduction

Waterfowl cdent at no ude rora no ta get undet the new regulation and offset the remainder

Tai rngs Pond through the payment of approximately $1 million to the

In April 2008 flock of ducks landed and owned Alberta governments technology fund Syncrude

on one of Syncwdes taUings ponds As result emissions calculation method and its data were

Environment Canada along with Alberta Environment externally verified

and Alberta Sustainable Resource Department initiated
For 2008 Syncrude accrued approximately $010 per

an investigation into the incident On February 2009
barrel for compliance with the Specified Gas Emitters

Syncrude Canada was charged under subsection
Regulation which is reflected in the Trusts operating

11 of the Migratory Birds Convention Act 1994
costs The cost estimate remains preliminary pending

MBCA and section 155 of the Alberta Environmental
Syncr des actual 002 emission intensity level and

Pro tection and Enhancement Act EPEA Syncrude
clanfication from the Alberta government egarding

anada takes the matter senously and working
details of implementation

diligently to ensure measures are in place to prevent

this tragic event horn reoccurring
On March 10 2008 Canadas federal government

provided further detail on its regulatory framework to

Green ou Ga Em ss Reducto reduce GHG and air pollutant em ssion onginally

ReqLnrements announced on April 26 2007 The draft regulations are

In 2007 throug the Spec fed Gas Em tters Regulation currently expected to be finalized in 2009 and ake

Alberta became he first province in Canada to regulate effect on January 2010 The draft regu ations for oil

greenhouse gases GHG by establishing intensity sands projects require existing projec to reduce

targets for Large Final Emitters of carbon dioxide emissions intensity by 18 percent in 2010 from the

COo Effectively the regulation requires Syncr de 2006 evel and wo percent thereafter New oil sands

beginning in the second half of 2007 to reduc per acilities coming on stream over the period 2004 to

barrel emissions of GHG by 12 pe cent from the 2011 also will be required meet clean fuel standards

average of its annual per bar el emssions between and will be encouraged to implement mechanisms to

2003 and 2005 Syncrudo is unable to meet this capture 002 cmi sions In addition to the reduction of

target directly it must purchase offset credits or pay existing GHG omissions the capture orage of

into government fund dedicated to the development 002 emissions 008 will be requirement for all

of emissions redLction technology oil sands projects coming on stream post 2012 The

aft re ulations are expected to impact both current

Sy crude operations and its future expansion projects

however the full impact of the regulations cannot be

quantified until they are finalized



Syncrude continues to explore and implement measures On February 2009 the Alberta Energy Resources

to reduce energy intensity in its operations which Conservation Board ERCB released Directive 074

reduces both 002 emissions and operating costs Tailings Performance Criteria and Requirements for Oil

Syncrude also is explonng the viability of developing Sands Mining Schemes This directive provides new

large scale 002 capture transportation and storage industrywide criteria to supplement existing regulations

network through participation in the Integrated 002 by requiring operators to

Network ICON Reduce fluid fine tailings by capturing minimum

amount of fines in Dedicated Disposal Areas DDA
Rocamation

In March 2008 the Alberta government certified Form and manage DDAs to ensure the formation of

parcel of reclaimed land north of Fort McMurray The trafficable deposits that are ready for reclamation five

104 hectares known as Gateway Hill was submitted years after active deposition has ceased and

by Syncrude to the Alberta government in 2003 for
Submit to the ERCB annual compliance reports for

certification Albertas Environmental Protection and DDAs annual tailing plans and pond status reports

Enhancement Act requires operators to conserve
starting September 30 2011 DDA plans must also

and reclaim specified land and obtain reclamation be submitted two years piior to construction

certificate These certificates are issued to operators

Syncrude is assessing the impact of this directive on its

when their site has been successfully reclaimed

current and future opeiations

Syncrude is the first in the oil sands industry to receive

Syncrude filed an amendment to its regulatory approval
certification for land that has been reclaimed Syncrude

to modify the design of the existing Southwest Sand
has reclaimed more than 500 hectares representing

Storage SWSS facility permitting interim storage of

the largest share in the oil sands industry

increased volumes of mature fine tailings and to

Tathngs Management
incorporate supplemental technologies to reduce

Syncrudes reclamation efforts also include tailings
tailings inventories Changes to the design of the

systems management Tailings systems are designed
SWSS facility will be required to increase its fluid

to separate water from sand and clay to enable storage capacity The change in design would not

incorporation of solids into reclamation landscapes and
increase the footprint of the structure but rather elevate

recycling of water back into the operations Syncrudo
the fluid level within it Pending regulatory approval

and most other oil sands producers use method Syncrude intends to make use of this increase in

called consolidated tails technology however additional capacity in 2009

tailings management technologies may be iequired in

order to meet the approved closure and reclamation

plan Syncrude is exploring methods to improve and

supplement the effectiveness of its tailings systems



RISK MANAGEMENT The following discusses the ignificant risks that

Canadian Sands approaches the management of impact Canadian Oil Sands ca from operati

nsk systematicilly through process designed to activities corporate reputation and EHS performance

identify categorize and assess risks Syncrude Canada More information regai ding Canadian Oil Sand risks

as operator of the joint venture identifies and asse ses is available in its AIF dated March 13 2009 which is

the operational and environmental health and afety available on our website at wwwcos-trust corn or at

EHS risks that may impact its operations The St www.sedar.com

then augments Syncrude Canadas analysis wi

further considoralion of risks specific to Canadian Oil Commodity Price Risk

Sands Risks aie categorized based on their probabi ty Crude Oil Price Risk

of occurrence and their potential impact on Canadian Our cash flows are impacted by changes in both the

Oil Sands fiture Consolidated Statement of Cash dollar deiominated crude oil prices and

Flows Cash Flows corporate reputation and EHS Canadian FX rates Over the last two years ally

performance Syncrude and Canadian Oil Sands take WTI prices have experienced ignificant volatility

number of actions once the risks have been identified ranging from $145 U.S per barrel in July 2008 to

categorized including avoidance mitigation risk $34 per barrel in December 2008 Prior to 2007

transfer and acccptance The Board of Directors of Managemen ad hedged oil prices exchange

Canadian Oil Sands Limited is presented annually rates to reduce revenue and cash flow vol
tility to the

with summary of Managements assessment of the Trust during periods of significant capital pend ng and

risks and strategies with respect to such risks The financing requirements

Board of Directors reviews such assessment and
Subsequent to 2006 Canadian Oil Sands financing

recommendations and ovides oversight of this risk

requirements declined along with net debt levels and

management process
expansion capital expenditures and Canadian Oil

There are number of risks impacting Canadian Oil Sands cho to remain un hedged and exposed to

Sands that affect Cash Flows and herefore the crude oil price fluctuations Canadian Oil Sands did not

distributions ultimately paid to Unitholders Cash Flows have any crude oil price hedges in place for 2008 or

are highly sensit ye to number of factors including 2007 stead strong balance sheet has been used

Syncrude production sales volumes oil and natural gas to mitigate the risk around crude oil ice movements

prices price differentials foreign currency exchange As at February 26 2009 and based on rrent

rates operating administrative and financing expenses expectations Tr st remains un hedged on it crude

non-production costs Crown royalties and regulatory oil price exposure however it may hedge his posure

and environmental risks They are also impacted by in the future depending on the business en iionment

sustaining and growth capi al expenditures and and its growth opportunities

Canadian Oil Sands financing requirements thereof
the past few years vario oil sands projects have

Sensitivities to the most significant items affecting cash
come on stream are nder development or are being

from operating activities are provided in the 2009
contemplated This activity will affect the supply of

Outlook section of this MDA
synthetic crude oil in the market While some oil sands

projects ave recently been postponed or cancelled

there no guarantee that sufficient demand or pipeline

cap city will exist to absorb the inc eased supply

without eroding the sellng ice This co resu tin

deterioration of the price differential that Canadian Oil

Sands realize compared with benchmark prices such

as WTI Based on the expected supply of and demand
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for light synthetic crude oil in 2009 we are estimating

price discount for our product of $400 per barrel

relative to Canadian dollar WTI prices

In response to this growing volume of synthetic crude

oil including Syncrudes own increasing volumes we

have expanded the markets for our product and

introduced an improvement to product quality as part

of our last expansion completed in 2006

Natural Gas Price Risk

Purchased natural gas is significant component of

the bitumen production and upgrading processes

Increases in natural gas prices therefore introduce the

risk of higher operating costs Similar to crude oil

prices monthly average AECO natural gas prices have

experienced significant movements over the last two

years ranging from high of $1 1.15 per GJ during July

2008 to low of $4.11 per GJ during August 2007 To

the extent crude oil and natural gas prices move

together the risk of natural gas price increases is

mitigated as the Trust is significantly more levered to

oil price increases The main risk involves de-linking

of crude oil and natural gas price movements The Trust

has previously used hedge positions to mitigate natural

gas price risk and will continue to assess the strategy

as moans to manage short-term operating costs

No natural gas hedges were utilized in 2008 or 2007

and as at February 26 2009 there were no natural gas

hedges in place

While natural gas assets acquired in 2006 through the

acquisition of Canada Southern Petroleum are not

currently in production and there are no development

plans at this time the acquisition of these natural gas

interests may provide Canadian Oil Sands with partial

long-term hedge against significant future natural gas

price increases

Operationa Risk

Currently our investment in Syncrude represents our

only producing asset The results of the Trust therefore

depend exclusively on the Syncrude operations The

Syncrude Project is 24-hour per day 365-day per year

operation which includes complex inter-dependent

facilities The shutdown of any part of Syncrude

operation could significantly impact the production

of SCO Causes of production shortfalls and/or

interruptions may include but are not limited to

design errors equipment failures bitumen constraints

operator errors weather related shutdowns or

catastrophic events such as fire earthquake storms

explosions or dam failures There is also the risk that

the Syncrude plant will not achieve its design capacity

on sustained basis and/or will not be able to produce

SCO with the expected quality specifications which

would impact the Trusts financial returns

At times productivity of the mining operations may be

reduced due to maintenance weather conditions or

unplanned outages such that internally produced

bitumen may not be sufficient to supply enough feed

foi the upgrading facility to meet its production capacity

Whle Syncrude has the ability to impoit pwchased

bitumen there are physical restrictions on the amount

of bitumen that can be transported into Syncrude

facilities and there is risk that sufficient quantities of

bitumen may not be available or economic Further the

cost of purchased bitumen may be higher than

Syncrude own production costs Partially offsetting

this risk is the opportunity at periods in time such as

during coker turnarounds for the mining operations to

produce more bitumen than is required by the

upgrading facility
which results in Syncrude building

bitumen inventory for later use Syncrude bitumen

inventory capabilities however are limited

Extreme cold weather can affect both ongoing

operations and capital projects by reducing worker

productivity producing mechanical failure and

potentially increasing natural gas consumption Major

incidents or unscheduled outages during winter

months may curtail production and result in significant

increases to operating costs



The Syncrude Project benefits from its operational nsk committed to the environment and dedicated to its

management programs as well as support from employees Aboriginal peoples and the communities

Imperial Oil Resojrces/ExxonMobil through the MSA of northern Alberta We believe these qualities assist in

These organizatiDns apply robu engineer ng and retaining skilled labour Additionally Syncrude Canada

design standards and utilize maintenance and implemented an employee retention program in 2006

inspection procedures to mitigate operational risk that will result in cash payments in early 2009 which

Sustained sa and reliable operations are critical to may provide savings associated with an experienced

achieving targets for production and operating costs workforce This program was renewed in 2009 To deal

In addition we are exposed to the risks associated with
with the increased demands on local infrastructure

major construction projects These risks include the
such as housing Syncrude coope ates where they

are able to with other industry participants to share
possibitty that projects will not be completed on time

resources such as camps
ndor will not achieve their design objectives

Complications could arise when new systems are There may also be increased activity in global industries

integrated with existing systems and facilities such as the mining sector which is competing for

Canadian Oil Sands reduces exposure to some
constrained supplies and labour While we do not

operational risks by maintaining appropriate levels of
expect any specific shortage to impact our current

insurance primarily business interruption and
2009 production outlook the ability to achieve higher

property insurance We have purchased tota coverage
levels of production may be limited by unexpected

of U.S $1.0 billion of BI and property insurance in case
supply or labour constraints

Syncrude experisnces an event ca sing loss or

Capital Expenditure Risk

interruption of production such as fire or explosion at

Inherent in the mining of oil sands and production of

the operating facilities The BI insurance is subject to

synt etic crude oil is need to make substanbal

60-day self-retention period and the property insurance
capi al expendit res As discussed above inflationary

contains $50 million deductible at the Syncrude level

pressures in the mining industry in general and the
While such insLrance assists in mitigating some

Fort McMurray area specifically are resulting in higher
operational upsets insurance is unlikely to fully protect

costs This cost pressure impacts capital expenditures
aga nst catastroph events or prolonged shutdowns

associated with expansion projects and sustaini

We also face risks associated with competition capital expenditures Fur her is risk that

amongst other oil sands producers for limited maintenance at Syncrude will be eq red more often

resources in pirticular skilled labour in the Fort than currently planned or that significant capital projects

McMu ray area where Syncrude and other oil sands could arise that were not previously anticipated

producers operae The demand for these resources
addition to potential capital cost increases are

contributes to cot inflation for products and services
expo ed to financing risks associated with funding our

to operate and exp nd Syncr des facilities In addition

share of Syncrudes capital program We have
to paying its employees and contract staff competitive

historically minimzed this risk by accessing diverse
industry compenation Syncrude nada has very

funding sources inc uding credit facilities and cash
stro record for safety performance and is an

from operating activities In addition we be ieve at

innovative and sociilly responsible company
the ust has the ability to access public debt and

equity markets given asset base current credit

ratings For further discussion see the Liquidity Risk

disclo ure within the Financial Market Risk section

of this MDA
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There is also risk associated with estimating costs for

major projects Canadian Oil Sands often discloses

estimates for Syncrudes major projects which

encompass the conceptual stage through to final

scope design including detailed engineering cost

estimates These projects however typically evolve

over time and updates for timing and cost estimates

are often provided during project construction At each

stage of these major projects cost estimates involve

uncertainties Accordingly actual costs can vary from

the estimates

Financia Market Risk

Canadian Oil Sands is subject to financibi market risk

as result of fluctuations in foreign currency exchange

rates interest rates liquidity and credit

Foreign Currency Risk

Canadian Oil Sands results are affected by fluctuations

in the USCdn currency exchange rates as we

generate revenue from oil sales based on U.S dollar

VVTI benchmark price while operating costs and capital

costs aie denominated pnmardy in Canadian dollars

Over the last two years the U.S to Canadian dollar

exchange rate has experienced significant volatility

ranging from low of $0.77 U.S./Cdn in December 2008

to high of $1 09 U.S./Cdn in November 2007 Our

revenue exposure is partially offset by U.S dollar

obligations such as interest costs on U.S dollar

denominated debt and cur share of Syncrudes US
dollar vendor payments In addition when our U.S

senior notes mature we have exposure to US dollar

exchange rates on the principal repayment of the notes

This repayment of U.S dollar debt acts as partial

economic hedge against the U.S dollar denominated

revenue payments we receive from our customers

In the past the Trust has hedged foreign currency

exchange rates by entering into fixed rate currency

contracts The Trust did not have any foreign currency

hedges in place at December 31 2008 and as at

February 26 2009 we do not intend to enter into

any new currency hedge positions The Trust may

however hedge foreign currency exchange rates in the

future depending on the business environment and

growth opportunities

As at December 31 2008 portions of Canadian Oil

Sands cash and cash equivalents accounts receivable

accounts payable and long-term debt were denominated

in U.S dollars Based on these U.S dollar financial

instrument closing balances 2008 net income and

other comprehensive income would have increased

decreased by approximately $8 million for every $0.01

decrease/increase in the value of the U.S/Canadian

exchange rate

Interest Rate Risk

Canadian Oil Sands results particularly our net interest

expense are impacted by U.S and Canadian interest

rate changes because our credit facilities and

investments are exposed to floating interest rates As

at December 31 2008 no amounts were drawn on the

credit facilities The Trust did not have significant

exposure to interest rate risk in 2008 based on the

amount of floating rate debt or investments outstanding

during the year

Liquidity Risk

Liquidity risk is the risk that Canadian Oil Sands will not

be able to meet its financial obligations as they fall due

Canadian Oil Sands actively manages its liquidity

through daily and longer term cash debt and equity

management strategies Such strategies encompass

among other factors having adequate sources of

financing available through its bank credit facilities

estimating future cash generated from operations based

on reasonable production and pricing assumptions

analysis of economic hedging opportunities and

compliance with debt covenants



Information regarding the amount of available credit

facilities and contractual maturities of Canadian Oil

Sands long-term debt can be found in Notes 10 and

11 respectively to the Consolidated Financial

Statements Canadian Oil Sands was in compliance

with its debt covenants as at December 31 2008

In addition we are exposed to liquidity risk to the

extent we have financing requirements related to

significant capital or operating commitments Over the

long-term Canadian Oil Sands manages these risks

by spreading out the maturities of its various debt

trenches and maintaining prudent capital structure

During the last half of 2008 global credit markets

tightened with decline in liquidity and higher borrowing

costs While Canadian Oil Sands continues to generate

cash from operating activities and has $840 million of

credit facilities to support liquidity access to capital

markets has become constrained and more expensive

During 2009 two trenches of Canadian Oil Sands debt

totalling approximately $500 million will mature The

Trust is considering the risk that financial markets do

not improve during 2009 and has identified potential

mitigating strategies These may include accessing the

capital markets prior to these maturities and/or further

distribution cuts depending on the circumstances and

market conditions

The timing of cash outflows relating to financial

labilities are outlined below

Cash outflow by paced

After

millions Tota year years years years

Accounts payable and accrued liabilities 284 284 --

Longterm debt1 1861 575 165 447 674

Actual payments differ from the cari-ying value which is stated at amortized cost While there is approximately 500 million of

debt maturing in 2009 Canadian Oil Sands intention is to refinance such debt Amount includes interest

Credit Risk

Canadian Oil Sands is exposed to credit risk primarily

through its trade accounts receivable balances with

customers with financial counterparties with whom

the Trust has invested its cash and purchased term

deposits from and with its insurance providers in the

event of an outstanding claim The maximum exposure

to any one customer or financial counterparty is

controlled through credit policy that limits exposure

based on credit ratings The policy also specifically

mits the exposure to customers with credit rating

below investment grade to maximum of 25 percent of

Canadian Oil Sands consolidated accounts receivable

This credit risk concentration is monitored on regular

basis Risk is further mitigated as accounts receivable

with customers typically are settled in the month

following the sale and investments with financial

counterparties are typically short-term in nature and are

placed with institutons that have credit rating of

or better Despite these controls risk of credit related

loss has increased in the current economic environment

The Trusts maximum credit exposure related to

customer receivables was $167 million at December31

2008 2007 $377 million At December 31 2008 over

90 percent of our accounts receivable balance was

due from investment grade energy producers and

refinery-based customers and over 90 percent of our

cash and cash equivalents were invested in term

deposits from range of high-quality senior Canadian

banks totalled $260 million 2007 $301 million The

Trust did not have any material derivative contracts in

place as at December 31 2008 At present there are

no fnancial assets that are past their maturity or

impaired due to credit riskrelated defaults
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Syncrude Joint Venture Ownership

Syncrude is joint venture that is currently owned by

seven participants with varying interests Major capital

decisions for new projects require unanimous support

of the Syncrude owners while other matters require

only the approval of majority of the working interests

and three Syncrude owners Historically Canadian Oil

Sands and the Syncrude owners have sought

consensus on all significant matters There can be no

assurance however that unanimous agreement will be

reached on major capital programs or that future

expansions will be executed as cuirently planned

Additionally while the obligations of the Syncrude joint

venture owners are stated to be joint and not several

under the terms of the joint venture agreement

number of the environmental regulatory requirements

impose joint and several liability on all land owners and

as such the Syncrude joint venture owners Mitigating

this is the credit strength of the other joint venture

owners as well as the ability of the joint venture owners

to take the production of any defaulting joint venture

owner to satisfy any such obligations

PipeUne Transportation and DeHvory nfrastructure

All of our Syncrude production is currently transported

through the Alberta Oil Sands Pipeline Limited

AOSPL system which delivers crude oil to

Edmonton Alberta Disruptions in service on this

system could adversely affect our crude oil sales and

cash from operating activities The AOSPL system

feeds into various other crude oil pipelines which deliver

our SCO to refinery customers throughout Canada and

the U.S Interruptions in the availability of these pipeline

systems may limit the ability to deliver production

volumes and could adversely impact sales volumes or

the prices received for our product These interruptions

may be caused by the inability of the pipeline to operate

or by capacity constraints if the supply of feedstock

into the system exceeds the infrastructure capacity

While we believe long-term take-away capacity will

exceed crude oil supply out of Alberta there can be no

capacity There is also no certainty that short-term

operational constraints on the pipeline system arising

from pipeline interruptions and/or increased supply of

crude oil will not occur as capacity is believed to be

tight In addition planned or unplanned shutdowns of

our refinery customers may limit our ability to deliver

our SCO with negative implications on revenues and

cash from operating activities

We manage exposure to these risks by allocating

deliveries to multiple customers via multiple pipelines

however pipeline choices are limited We also maintain

knowledge of the infrastructure operational issues and

expansion proposals through industry organizations in

order to assess and respond to delivery risks In

addition Canadian Oil Sands has obtained access to

crude oil storage as means of dealing with short term

restrictions on pipeline capacity

Environmenta Risk

We are exposed to the risk of negative impact of

Syncrudes operations on the environment Syncrudes

commitment to operational environmental and social

excellence targets global best practices and is aligned

with the mitigation of environmental impacts The

Syncrude facility incorporates technologies to reduce

emissions improve energy efficiency and upgrade the

entire production stream to help refiners meet higher

specifications for environmental and product quality

The Syncrude operations involve use of water and the

emission of greenhouse gases so legislation that

significantly restricts or penalizes current production

levels would have material impact on our operations

The costs of meeting such environmental thresholds

would increase operating costs and/or capital costs and

as such may impact the profitability of the operations

Syncrude expects its efforts to reduce its energy

consumption will contribute to lower CO2 emissions

per barrel of SCO production Total CO2 emissions

may however increase as production rises and the risk

exists that these mitigation efforts will not meet societal

expectations or new environmental regulationscertainty that investments will be made to provide this



Syncrude expects to reduce total sulphur dioxide

SO2 emissions by uo to 60 percent from todays

approved Alberta Environmental regulatory levels of

245 tonnes per day Syncrude also expects to reduce

other emissions such as particulate matter and metals

through investments in sulphur reduction technology

As part of the Stage expansion Syncrude equipped

its thwd flud coker with flue gas desulphurizer that

captures SO2 Syncrude has an agreement in place to

provide the sulphur from the desulphurization unit to

third party for use in the manufacture of ammonium

sulphate fertilizer

Syncrude also has initiated the SER project which is

expected to significantly reduce total SO2 and other

emissions such as particulate matter and metals It will

involve retrofitting sulphur reduction technology into

the operation of Syncrudes original two Base Plant

cokers Procurenent and construction expenditures

are scheduled for the next three years The resulting

SO2 emissions also are expected to be below new

maximum emission levels that will take effect following

the completion at the SER project

Syncrude produces and stores significant amounts

of sulphur in inventory blocks at its plant site as there

has historically been limited market for the sulphur

There can be no assurance that future environmental

regulations pertaining to the use storage handling

and/or sale of sulphur will not adversely impact the unit

costs of production of our SCO Syncrude is exploring

the ability to store sulphur blocks underground Initial

information indicates that this may be viable and

environmentallyfriendly solution for dealing with the

excess sulphur Syncrude continues to research

alternatives for addressing this issue which also affects

other sulphur producers in the petroleum industry

In 2005 the Trust entered an agreement with major

sulphur marketer to sell our share of Syncrudes

sulphur production The agreement provided tar the

sale of sulphur once certain port infrastructure was

constructed if the price exceeded an established

minimum plant gate price The construction of port

infrastructure has been delayed pending approvals and

project support Sales under this contract may begin

in 2011 if the buyer proceeds with the construction of

the port infrastructure later this year In the meantime

interim sales of sulphur may occur from time to time

based on demand and pricing

Syncrude owners are liable for their share of ongoing

environmental obligations for the ultimate reclamation

of the Syncrude Project We are currently funding our

share of Syncrudes ongoing env ronmental obligations

through cash from operating activities Each of the

Syncrude owners has directly posted letters of credit

with the Province of Alberta to secure the ultimate

mining reclamation obligations of which Canadian Oil

Sands share was approximately $67 million as at

December 31 2008 In addition to the letters of credit

Canadian Oil Sands maintains reclamation trust fund

to help meet this future reclamation liability

In 2008 we contributed approximately $6 million

including earned interest versus approxmately $7 million

in 2007 to our reclamation trust account resulting in

December 31 2008 ending balance of approximately

$43 million The funding requirement of the rec amation

trust is more fully described in Note 12 to the audited

Consolidated Financml Statements

Legal and regulatory regimes regarding emissions and

environmental protection in the U.S may also impact

the Trust Environmental legislation in importing

jurisdictions in the US may directly affect costs

associated with sales of Syncrude production those

jurisdictions For example legislation regulating carbon

fuel standards in California and other states could

result increased costs to the Trust if purchases of

emission permits or credits are required in order to

conduct sales in those jurisdictions The legal and

regulatory regimes applicable to American refineries

may also have significant indirect consequences on

Canadian Oil Sands marketing of Syncrude products

to the extent that the capacity of refining companies to

handle Syncrude products is negatively impacted



There are also various consultation processes underway

by the Province of Alberta with regard to water usage

in the oil and gas industry and the oil sands sector in

particular Again as no conclusions or recommendations

have been issued by such regulatory review body

we cannot assess the impact of any such proposals

on our operations

Foreign Ownership

Under current legislation mutual fund trusts must be

established primarily for the benefit of Canadians

Historically the federal government has taken this to

moan that not more than 50 percent of Unitholders can

be non-Canadian residents While some royalty trusts

rely upon specific tax language which provides

technical exception to this provision the basis upon

which Canadian Oil Sands Trust was established in

1995 does not fit within such technical language The

Trust Indenture under which the Trust was created

provides that no more than 49 percent of the Units of

the Trust can be held by non-Canadian residents

Depending upon the nature of the Trusts operations at

the time the potential impact of exceeding this

The Trust uses declarations from Unitholders and

occasionally geographical searches to estimate

the level of Canadian and non-Canadian resident

Unitholders of the Trust at certain periods throughout

the year While the Trust believes that these results are

reasonable estimations at the time that they are

provided the inability of all public issuers to obtain the

residency information of its beneficial holders means

that issuers are reliant upon the information provided to

the transfer agent As result the residency information

is subject to the accuracy provided by third-party data

and by information system limitations Accordingly the

reported level of Canadian ownership is subject to

these limitations and the level of Canadian ownership

may change at any time without notice and without

our knowledge

Based on account data at February 2009 Canadian

Oil Sands estimates that approximately 30 percent of

our Units are held by non-Canadian residents with the

remaining 70 percent being held by Canadian residents

As part of Canadian Oil Sands assessment of the

proposed changes to the taxation of income trusts

announced by the federal government on October 31

2006 the Board of Directors may reconsider the foreign

ownership restrictions in light of the proposed taxation

changes Accordingly further clarity on this issue is

required from the federal government before Canadian

Oil Sands can determine the best course of action foi

its Unitholders should this ownership limitation arise

Changes to Tax Legislation

Tax changes enacted by the federal or provincial

government can have material impact on Unitholder

distributions Of specific note is the new federal tax on

threshold may be the loss of mutual fund trust status to
certain distributions from existing income and royalty

the Trust which may significantly adversely impact the
trusts effective in 2011 This new tax will ultimately

valuation of the Units As such the Trust continues to
have material adverse impact on the cash from

monitor to the extent possible given the practical
operating activities and accordingly distributions to

imitations regarding beneficial ownership information
Unitholders after the transition period in 2011 In

the level of non-Canadian resident Unitholders To the
response to these changes and based on current

best of our knowledge the Trust has always had less
expectations Canadian Oil Sands will most likely

than 50 percent non Canadian resident Unitholders
convert to corporation We will also consider other

options that may emerge Implications of pending

changes are difficult to evaluate in the absence of final

legislation and no assurance can be provided regarding

the outcome of the transition
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CONSOUDATED RESULTS COMPARED TO PROR
YEARS OUTLOOK

In its 2007 annuai MDA the Trust provided guidance

with regard to its expected cash from operating

activities and capital expenditures the original

estimate or original Outlook During 2008 the Trust

revised this guidance in quarterly reports and

information releases to reflect actual operating results

and new material information as it became available

the revised estimate or revised Outlook

2008 Actua

2008 Outlook

Onginal Revised

Outlook assumpt ons

Syncrude production mrnbbis 106 115 106

Canadian Oil Sands sales immbbls 39 42 39

West Texas Intermediate average US.$ per barrel 99.75 80.00 10200

Premium Discount price differential Cdn$/bbl3 1.94 2.50 2.75

Average foreign exchange rates LJ$/Cdn$ 0.94 1.00 0.94

Cash from operating activities millions 2241 1588 2204

Revenues after crude oil purchases and

transportation expense 4169 3274 4336

As provided in the Trusts 2007 annual report

Final outlook providing during 2008

Based on volume weighted-average calculation

Syncrude production in 2008 of 106 milhon barrels

was lower than Canadian Oil Sands original estimate

of 115 million bartels The Trust had revised its estimate

of annual Syncrude production to 106 million barrels

during 2008 to reflect operational difficulties encountered

during the first quarter

Actual cash from operating activities exceeded the

original Outlook by $653 million primarily reflecting

higher realized selling prices net of higher operating

costs and Crown royalties than originally estimated

The significant increase in our actual selling price

resulted in revenues that were 8895 million higher than

our original estimate However selhng prices fell by the

end of December resulting in decrease in noncash

working capital which increased cash from operating

activities by $202 million

We revised our estimate of WTI prices in October 2008

to $102 U.S per barrel and the price differential to

$2.75 per barrel premium to reflect the strength in prices

during the first nine months of the year however WTI

prices declined significantly in the last quarter of 2008

Revenues after crude oil purchases and transportation

expense were $4.2 billion approximately $0.1 billion

less than our revised estimate Forecasted cash from

operating activities was not significantly impacted as

significant decrease in noncash working capital as well

as reduction in Crown royalties in comparison with our

revised estimate more than offset the lower revenues

Actual capital expenditures in 2008 were $281 million

compared to our original Outlook of $279 million
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2009 OUTLOOK

millions of Canadian dollars except volume and per barrel amountsl

Syncrude 2009 annual production estimated to total

115 million barrels with range of 110 to 120 million

barrels net to the Trust equivalent to 42 million barrels

with range of 40 to 44 million barrels This estimate

includes turnaround of Coker 83 in the second

quarter of 2009 turnaround of the LC-Finer in the third

quarter of 2009 turnaround of the vacuum distillation

unit with the tinrnng not yet determined and an

allowance for some unplanned outages The production

range reflects our current best estimate of the upside

and downside in volumes Syncrude could experience

depending on operational reliability in 2009

The production estimate also incorporates reliability

issues in the mining and extraction processes that

continue to limit progress towards design capacity

Syncrude is focusing resources to address this

challenge including the use of additional contractor

services to accelerate overburden removal and expose

more oil sands ore to optimize blending and ncrease

feed volumes to our extraction plants

Purchases of bitumen by Syncrude are not anticipated

to be required during 2009 to achieve the budgeted

production levels however Syncrude continues to

monitor bitumen prices and upgrading capacity and

purchases bitumen from time to time to optimize its

operations These purchases are not anticipated to

have material impact on Syncrudes production and

Canadian Oil Sands financial results in 2009

Syncrude production iiombbls 115

Canadian Oil Sands sales mmbbls 42.3

Revenues net of cude oil purchases and transportation 2392

Operating costs 1300

Operating costs per barrel 30.76

Crown royalties 65

Capital expenditures 440

Cash from operating activities 747

Business environment assumptions

West Texas Intermediate US JbbI 50 00

Premium Discount to average C$ WTI prices Cdn$bbl 00

Foreign exchange rate USSiCdn$ 083

AECO natural gas Cdn$/GJ 600
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2009 Cost Estimates

Cdn$ Per Bbi S.S Per Bbi

Syncrude Cos

Operating exp nses 30 76 25 38

Non produ tion costs 37 2.78

3413 2816

Capital expenditures 10.41 8.59

Total Syncrude costs 44 54 36.75

Canadian Sands Costs

Interest 73 43

Administration Insurance and Other 78 64

Total Canadian Oil Sands costs 251 07

Total Syncrude and Canadian Oil Sands costs 47 05 38 82

Crown royalties 55 28

Amoun have bei converted to U.S.$ at the 2009 Outlook foreign exchange rate of $0825 US./Cdn for convenience of the

reader

We expect the Trusts revenues after crude oil purchases operating activities that will be available to repay debt

and transportation expense in 2009 to total $2.4 billion or pay distributions

Annual operating expenses in 2009 are estimated at
While Syncrudes operating costs and capital

$31 per barrel consisting of $25 per barrel of production
expendit es are relatively fixed in nature Syncrude

costs and $6 per barrel of purchased energy Purchased
will continue to pursue opportunities to educe or

energy costs assume $6 per GJ natural gas price
defer the timing of costs We believe we have

When combined with Syncrude non-production costs
positioned the ust uden

ly in light of the current
and capital expenditures total Syncrude costs per our

business envi onment to maintain the momentum of

2009 Outlook are est ma ed at $44 per barrel Canad an
our long4erm growth strategy

Oil Sands expects to incur an additional $3 per barrel

of costs to cover interest expense administration
Distributions paid in 2009 are expected to be

and insurance resulting in 2009 Outlook total costs
100 percent taxable as other income The actual

of $47 per barrel for Syncrude and Canadian Oil Sands taxability of the distributions will be determined and

Crown royalties are estimated at an additional $1.55
reported to Unitholders prior to the end of the first

per baird quarter of 2010

We have assumed $50 per ba rel WTI crude oil
Change in certain factors and market conditions cou

price an $0 825 /Cdn fo eig exchange rate and poten ially impact Canadian Oil Sands Outlook The

$4 00 per barrel SCO discount to C$-WTI resulting in
following table ov des sensitivity analysis of the key

enues of $57 Gdn per barrel
factors affecti the Trusts cash from operating

activities In addtion the factors described the

Based on the above assumptions our estimate of 2009
table the supply/demon eq ation and pipeli access

cash from operating activities is $747 million or $1 55
for synthetic crude oil in the North American markets

per Un After considering estimated 2009 capital
could also impact the price differential for SCO relative

expenditures of $440 million we are projecting
crude benchmarks but these factors are difficult

$307 million or $0 64 per Unit of remaining cash from
to predict
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2009 Ouflook SenstMty Anayss

CONTROLS ENVRONMENT

Management is responsible for establishing and

maintaining adequate internal control over financial

reporting We have established disclosure controls and

procedures internal control over financial reporting

and organizationwide policies to provide reasonable

assurance that Canadian Oil Sands consolidated

financial position results of operations and cash flows

are presented fairly Our disclosure controls and

procedures are designed to provide reasonable

assurance of the timely disclosure and communication

of all material information

We periodically review and update our internal control

systems to reflect changes in our business environment

We did not materially change any of our internal controls

during 2008

All internal control systems no matter how well

designed have inherent limitations These systems

therefore provide reasonable but not absolute assurance

that financial information is accurate and complete

Canadian Oil Sands under the supervision and

participation of Management including the Chief

Executive Officer and Chief Financial Officer has

evaluated the effectiveness of our disclosure controls

and procedures and the design of our internal control

over financial reporting pursuant to Multilateral

Instrument 52109 Certification of Disclosure in

Issuers Annual and Interim Filings as of December 31

2008 In addition Management has evaluated the

effectiveness of internal control over financial reporting

Our disclosure controls and procedures were

effective as of December 31 2008 to provide

reasonable assurance that material information is

recorded processed summarized and reported

within the time penods specified by the applicable

Canadian securities regulators Furthermore our

disclosure controls and procedures are designed

to provide reasonable assurance that material

information required to be disclosed under

applicable Canadian secunties regulation is

communicated to our Management including our

President and Chief Executive Officer and our Chief

Financial Officer as appropriate to allow timely

decisions regarding required disclosure and

Our internal control over financial reporting as of

December 31 2008 was designed and operated

effectively to provide reasonable assurance

regarding the reliability of financial reporting and the

preparation of the Trusts financial statements for

external purposes in accordance with GAAP

PricewaterhouseCoopers LLP our auditors have

expressed an unqualified opinion on the effectiveness

of Canadian Oil Sands internal control over financial

reporting as of December 31 2008 as stated in their

report which appears herein

Cash from Operating Activities

Increase

Variable Annual Sensitivity millions S/Trust Unit

Syncrude operating costs decrease Cdn$1 .00/bbl 35 0.07

Syncrude operating costs decrease Cdn$50 million 15 0.03

WTI crude oil pnce increase $1 00/bbl 41 08

Syncrude production increase million bbls 33 07

Canadian dollar weakening U.S.$0.01/Cdn$ 24 0.05

AECO natural gas price decrease Cdn$0.50/GJ 16 0.03

An opposite change in each at these anablos will resu/t in the opposite cash from operating activities imp octs Canadian Oil

Sands may become subject to minimum Crown royalties at rate of one percent of gross bitumen revenue

The sensitivities presented herein assume oyalties are paid at 25 percent of net bitumen revenue

as of December 31 2008 using criteria established in

Internal Control Integrated Framework issued by the

Committee of Sponsoring Organizations of the

Treadway Commission Based on these evaluations

Canadian Oil Sands Management concluded that



Managements
Report

FNANCAL NFORMATON

Management is responsible for the information contained in this annual report The Consolidated Financial

Statements have been prepared in accordance with Canadian generally accepted accounting principles and

include amounts based on Managements informed judgments and estimates Where alternative accounting

methods exist Management has chosen those that it deems to be the most appropriate based on Canadian Oil

Sands operations The financial and operating information included in this annual report is consistent with that

contained in the Consolidated Financial Statements in all material respects

To assist Management in fulfilling its responsibilities systems of accounting internal controls and disclosure

controls are maintained to provide reasonable but not absolute assurance that financial information is reliable and

accurate and that assets are adequately safeguarded In addition Canadian Oil Sands has in place Code of

Business Conduct that applies to all of its employees and directors

PricewaterhouseCoopers LLP Chartered Accountants appointed annually by the Unitholders to serve as Canadian

Oil Sands external auditors were engaged to conduct an examination of the Consolidated Financial Statements

in accordance with Canadian generally accepted auditing standards and in accordance with the standards of the

Public Company Accounting Oversight Board United States and have expressed their opinion on these

statements Canadian Oil Sands also engages independent reserve evaluators to conduct independent evaluations

of its crude oil reserves and resources The external auditors and reserve evaluators have unrestricted access

to the Management of Canadian Oil Sands the Audit Committee the Reserves Marketing Operations and

Environmental Health and Safety Committee and the Board of Directors

The Board of Directors has appointed five-person Audit Committee consisting of directors who are neither

employees nor officers of Canadian Oil Sands and all of whom are independent It meets regularly with Management

and external auditors to discuss controls over the financial reporting process auditing and other financial reporting

matters In addition the Audit Committee recommends the appointment of Canadian Oil Sands external auditors
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The Audit Committee meets at least quarterly with Management and the external auditors to review and approve

interim financial statements prior to their release and recommends the audited annual financial statements to the

Board of Directors for their approval Annually the Board of Directors reviews and approves Canadian Oil Sands

annual financial statements Managements Discussion and Analysis AIF Management Information Circular and

annual reserves estimates The Board of Directors has approved the annual audited Consolidated Financial

Statements and the Managements Discussion and Analysis based on the recommendations of the Audit Committee

INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal control over financial reporting

Management has assessed the effectiveness of Canadian Oil Sands internal control over financial reporting as of

December31 2008 using criteria established in the Internal Control Integrated Framework issued by the Committee

of Sponsoring Organizations of the Troadway Commission Based on this evaluation Management concluded that

Canadian Oil Sands internal control over financial reporting was effective as of December 31 2008

PricewaterhouseCoopers LLP our auditors has audited the effectiveness of Canadian Oil Sands internal control

over financial reporting as of December 31 2008 as stated in their report which appears herein

signed Marcel Coutu signed Ryan Kubik

President Chief Executive Officer Chief Financial Officer

February 26 2009 February 26 2009



ndependent Auditors

Report

To the Unitholders

of Canadian Oil Sands Trust

We have completed integrated audits of Canadian Oil Sands Trusts 2008 and 2007 consolidated financial statements

and of its internal control over financial reporting at December 31 2008 Our opinions based on our audits are

presented below

CONSOLIDATED FINANCIAL STATEMENTS

We have audited the accompanying consolidated balance sheets of Canadian Oil Sands Trust the Trust as at

December 31 2008 and December 31 2007 and the related consolidated Statements of Income and Comprehensive

Income and Unitholders Equity and Cash Flows for the years then ended These financial statements are the

responsibility of the Trusts management Our responsibility is to express an opinion on these financial statements

based on our audits

We conducted our audits of the Trusts financial statements as at December 31 2008 and December31 2007 and

for each of the years then ended in accordance with Canadian gonorally accepted auditing standards and the

standards of the Public Company Accounting Oversight Board United States Those standards require that we

plan and perform an audit to obtain reasonable assurance about whether the financial statements are free of

material misstatement An audit of financial statements includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements financial statement audit also includes assessing the

accounting principles used and significant estimates made by management and evaluating the overall financial

statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects the

financial position of the Trust as at December 31 2008 and December 31 2007 and the results of its operations

and its cash flows for the years then ended in accordance with Canadian generally accepted accounting principles

INTERNAL CONTROL OVER FINANCIAL REPORTING

We have also audited the Trusts internal control over financial reporting as of December31 2008 based on criteria

established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission COSO The Trusts management is responsible for maintaining effective internal

control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting

included in the accompanying Managements Report Our responsibility is to express an opinion on the

effectiveness of the Trusts internal control over financial reporting based on our audit

We conducted our audit of internal control over financial reporting in accordance with the standards of the Public

Company Accounting Oversight Board United States Those standards require that we plan and perform the
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audit to obtain reasonable assurance about whether effective internal control over financial reporting was

maintained in all material respects An audit of internal control over financial reporting includes obtaining an

understanding of internal control over financial reporting assessing the risk that material weakness exists testing

and evaluating the design and operating effectiveness of internal control based on the assessed risk and

performing such other procedures as we consider necessary in the circumstances We believe that our audit

provides reasonable basis for our opinion

An entitys internal control over financial reporting is process designed to provide reasonable assurance regarding

the reliability of financial reporting and the preparation of financial statements for external purposes in accordance

with generally accepted accounting principles An entitys internal control over financial reporting includes those

policies and procedures that pertain to the maintenance of records that in reasonable detail accurately and fairly

reflect the transactions and dispositions of the assets of the entity ii provide reasonable assurance that

transactions are recorded as necessary to permit preparation of financial statements in accordance with generally

accepted accounting principles and that receipts and expenditures of the entity are being made only in accordance

with authorizations of management and directors of the entity and iii provide reasonable assurance regarding

prevention or timely detection of unauthorized acquisition use or disposition of the entitys assets that could have

material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements

Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may

become inadequate because of changes in conditions or that the degree of compliance with the policies or

procedures may deteriorate

In our opinion the Trust maintained in all material respects effective internal control over financial reporting as of

December 31 2008 based on criteria established in Internal ControlIntegrated Framework issued by the COSO

signed PrcewaterhouseCoopers LLP

Chartered Accountants

Calgary Alberta

February 26 2009



Consohdated Statements

of Income and Comprehensive Income

For the years ended December 31

mitions except per Trust Unit amounts

Revenues

Expenses

Operating

Non-production

Crude oil purchases and transportation expense

Crown royalties Note 20

Administration

Insurance

Interest net Note 16

Depreciation depletion and accretion Note

Foreign exchange loss gain

Earnings before taxes from continuing operations

Future income tax expense recovery Note 13

Net income from continuing operations

Income from discontinued operations

Net income

Other comprehensive loss net of income taxes

Reclassification of derivative gains to net income

Comprehensive income

1034

63

383

485

20

85

351

117

2312

1321

579

742

743

737

Weightedaverage Trust Units millions

Trust Units end of year millions

479

479

Net income per Trust Unit1

Basic Note 14

Diluted Note 14

t55

154

See Notes to Consolidated Financial Statements

Discontinued operations did not have material impact on basic or diluted net income per Trust Unit

2007

3633



Consolidated Statements

of Unitholders Equity

For the years ended December 31

mfflions

Retained earnings

Balance beginning of year as previously reported

Net income

Unitholder distributions Note 17

Balance end of year

Accumulated other comprehensive income

Balance beginning of year

Other comprehensive loss net of income taxes

Balance end of year

Unitholders capital

Balance beginning of year

Issuance of Trust Units Note 74

Balance end of year

Contributed surplus

Balance beginning of year

Exercise of employee stock options

Stock-based compensation Note 15

Balance end of year

Total Unitholders equity

See Notes to Consolidated Financial Statements



Consohdated
Baance Sheets

As at December 31

millions

Assets

Current assets

Cash and cash equivalents

Accounts receivable

Inventories Note

Prepaid expenses

268

379

102

755

Property plant and equipment net Note 6427

Other assets

Goodwill

Reclamation trust Note 12

Liabilifies and Unitholders Equity

Current liabilities

Accounts payable and accrued liabilities Note

Current portion of employee future benefits Note

Employee future benefits and other liabilities Note

Long-term debt Note 11

Asset retirement obligation Note 12

Future income taxes Note 13

52

37

7271

289

16

305

128

1218

226

1222

3099

Unitholders equity Note 14 4172

7.271

Commitments Contingencies and Guarantees Notes 21 22 and 23 respectively

See Notes to Consolidated Financial Statements

Approved by the Board of Directors

signed Wosey Twiss

Director

signed Chuck SchuRz

Director

2007
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Consolidated

Statements of Cash Flows

For the years ended December 31

miHions

Cash from used in operating activities

Net income

Items not requiring an outlay of cash

Depreciation depletion and accretion

Unrealized foreign exchange loss gain on long-term debt

Future income tax expense recovery

Other

Net change in deferred items

Funds from operations

Change in noncash working capital Note 24

Cash from operating activities

Cash from used in financing activities

Repayment of medium term and Senior Notes Note 11

Net drawdown repayment of bank credit facilities Note 10

Unitholdor distributions Note 17

Issuance of Trust Units Note 14

Cash used in financing activities

Cash from used in investing activities

Capital expenditures

Acquisition of additional Syncrude working interest Note

Disposition of properties

Reclamation trust funding

Change in non-cash working capital Note 24

Cash used in investing activities

Increase decrease in cash and cash equivalents

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

353

Cash and cash equivalents consist of

Cash

Short-term investments

Supplementary Information Note 24

2007

26

1542

165

1377

272

16

791

1044

183

231

418

85

268

264

268

See Notes to Consolidated Financial Statements



Notes to Consolidated Financial Statements

Tabular amounts expressed in millions of Canadian dollars except whore otherwise noted

Note STRUCTURE OF CANADIAN OIL SANDS TRUST

Canadian Oil Sands Trust the Trust is an open-ended investment trust formed under the laws of the Province of Alberta

in October 1995 pursuant to trust indenture Trust Indenture that has since been amended and restated Computershare

Trust Company of Canada is appointed as Trustee under the Trust Indenture The beneficiaries of the Trust are the holders

Unitholders of the Units Units in the Trust

Through its subsidiary Canadian Oil Sands Limited COSL the Trust indirectly owns 36.74 percent interest Working

Interest in the Syncrude Joint Venture Syncrude Syncrude is involved in the mining and upgrading of bitumen from

oil sands in Northern Alberta and is operated by Syncrude Canada Ltd Syncrude Canada

Note SUMMARY OF ACCOUNTING POLICIES

Consolidation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted

in Canada GAAP and include the accounts of the Trust and its subsidiaries collectively Canadian Oil Sands The

activities of Syncrude are conducted jointly with others and accordingly these financial statements reflect only Canadian

Oil Sands proportionate interest in such activities which include the production operating costs non-production costs

Crown royalty expenses property plant and equipment capital expenditures inventories employee future benefits and

other liabilities asset retirement obligation and associated amounts payable and receivable Substantially all operations

of Canadian Oil Sands are carried out through the joint venture

Cash and Cash Equivalents

Investments with maturities of less than 90 days at purchase are considered to be cash equivalents and are recorded at

cost which approximates fair value

Property Plant and Equipment

Property plant and equipment PPE includes oil sands assets and interests in natural gas licenses located in the Arctic

Islands in Northern Canada the Arctic assets The oil sands assets are recorded at cost and include the costs of acquiring

the Working Interest and costs that are directly related to the exploration development and construction of oil sands

projects Included in the oil sands assets are asset retirement costs associated with Canadian Oil Sands asset retirement

obligations Overburden removal turnaround costs and repairs and maintenance are expensed in the period incurred

Oil sands assets are depreciated and depleted using the unit-of-production method based on estimated proved plus

probable reserves For purposes of the depreciation and depletion provision capital costs include future capital costs

expected to be necessary in the mining extraction and upgrading process to recover the estimated proved plus

probable reserves

An impairment test is applied to the oil sands assets to ensure that capitalized costs less the cost of unproved properties

do not exceed managements estimate of future undiscounted revenues from proved and probable reserves less

transportation and operating expenses Crown royalties future development capital costs and general and administrative

expenses If it is determined that the not recoverable amount is less than the net carrying amount write-down to the

fair value is taken and charged to earnings in the period The Trust performs this test at least annually or more frequently

if there is an indication that asset impairment has potentially occurred

The Arctic assets are recorded at cost and include the costs of acquiring the varying interests in natural gas licenses

located in the Arctic Islands in Northern Canada The Arctic assets are not amortized as they are not yet developed

test for impairment of the Arctic assets is performed at least annually or sooner if events or changes in circumstances

indicate that their carrying amount may not be recoverable If it is determined that the net recoverable amount is less than

the not carrying amount write-down to the fair value is taken and charged to earnings in the period

Goodwill

Goodwill is recorded at cost and represents the excess of the purchase price over the accounting fair value of the

identifiable assets and liabilities acquired in business combination Goodwill is tested annually for impairment or when

events or changes in circumstances indicate that its carrying amount may not be recoverable If it is determined that the

net recoverable amount of the underlying assets that gave rise to the goodwill is less than the net carrying amount of such

assets write-down to the fair value of goodwill is taken and charged to earnings in the period



Inventories

Inventories are valued at the lower of average cost and their net realizable value

Asset Retirement Obligation

The estimated fair value of the Trusts share of Syncrudes asset retirement obligations is recognized on the Trusts

Consolidated Balance Sheet Syncrudes reclamation obligations relate to the site restoration of each mine site The

discounted full amount of the liability is recorded upon initial land disturbance or when reasonable estimate of the fair

value of the reclamation expenditures can be determined The fair value is determined by estimating the timing and

amounts of the future reclamation expenditures and discounting the expenditures using credit-adjusted risk-free rate

applicable to the Trust The asset retirement cost is equal to the estimated fair value of the asset retirement obligation

and is capitalized as part of the Trusts PPE The asset retirement obligation is accreted based on the Trusts credit-

adjusted risk-free rate and the accretion expense is included in the Trusts depreciation depletion and accretion DDA
expense in the Consolidated Statements of Income and Comprehensive Income

Actual reclamation payments are charged against the accumulated asset retirement obligation when incurred

Revenue Recognition

Revenues from the sale of synthetic crude oil and other products are recorded when title passes from Canadian Oil Sands

to third party Revenues are recorded inclusive of hedging gains and losses if any from foreign currency exchange rate

and crude oil hedge contracts

Employee Future Benefits

Canadian Oil Sands accrues its proportionate share of obligations as joint venture owner in respect of Syncrude

Canadas employee benefit plans and the related costs net of plan assets The cost of employee pension and other

retirement benefits is actuarially determined using the projected benefit method based on length of service and reflects

Syncrudos best estimate of the expected performance of the plan investment salary escalation factors retirement ages

of employees and future health care costs The expected return on plan assets is based on the fair value of those assets

Past service costs from plan amendments are amortized on straight-line basis over the estimated average remaining

service life of active employees EARSL at the date of amendment The excess of any net actuarial gain or loss

exceeding 10 percent of the greater of the benefit obligation and fair value of the plan assets is amortized over the EARSL

Future Income Taxes

Canadian Oil Sands follows the liability method of accounting for income taxes Under this method future income taxes

are calculated as the difference between the accounting and income tax basis of an asset or liability
referred to as

temporary differences tax effected using substantively enacted or enacted income tax rates expected to be in effect when

such temporary differences reverse Future income tax balances recorded on the Consolidated Balance Sheet are

adjusted to reflect changes in temporary differences and income tax rates with the adjustments being recognized in net

income in the period that the changes occur

Non-Monetary Transactions

Canadian Oil Sands exchanges crude oil batches with third parties in the normal course of operations These transactions

lack commercial substance and are therefore recorded at carrying value without the recognition of gain or loss

Stock-Based Compensation

Canadian Oil Sands recognizes stock-based compensation expense in its Consolidated Statement of Income and

Comprehensive Income for all Unit options options granted with corresponding increase to contributed surplus in

Unitholders Equity Canadian Oil Sands determines compensation expense based on the estimated fair values of the

options at the time of grant the cost of which is recognized in net income over the vesting periods of the options

Canadian Oil Sands also recognizes stock-based compensation expense related to its performance units PUPs which

are awards granted to Canadian Oil Sands officers other select employees and consultants and its affiliates under

Canadian Oil Sands performance Unit Incentive Plan the Incentive Plan Canadian Oil Sands determines compensation

expense based on the estimated fair values of the PUPs the cost of which is recognized in net income over the vesting

periods of the PUPs At the current time there is no issuance of Units from treasury under this Incentive Plan and instead

employees in such Incentive Plan receive cash or cash to purchase Units in the secondary market
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As an owner in Syncrude Canadian Oil Sands also records its share of costs for Syncrude Canadas stock-based

compensation programs Syncrude Canadas programs include Incentive Phantom Share Units Plan Phantom Units

and Incentive Restricted Share Units Plan Restricted Units both of which require settlement by cash payments

Compensation expense for the Phantom Units and Restricted Units is recognized over the shorter of the normal vesting

period and the period to eligible retirement if vesting is accelerated on retirement Canadian Oil Sands share of the

change in the fair values of the vested Phantom Units and Restricted Units which are based on market-related values

of various Syncrude owners shares/units at period ends is recognized in operating expense in the year the change occurs

Foreign Currency Translation

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at exchange rates

in effect at the end of the period with the resulting gain or loss recorded in the Consolidated Statements of Income and

Comprehensive lncome Revenues and expenses are translated into Canadian dollars at average exchange rates

Translation gains and losses on U.S dollar denominated long-term debt are recorded as unrealized until repayment of

the debt obligations All other translation gains and losses are classified as realized

Net Income per Trust Unit

Canadian Oil Sands applies the treasury stock method to determine the dilutive impact if any of options assuming they

were exercised in reporting period The treasury stock method assumes that all proceeds received by the Trust when

options are exercised would be used to purchase Units at the average market price during the period

Financial Instruments

All financial instruments are initially measured at fair value on the balance sheet Subsequent measurement of financial

instruments is based on their classification as follows

Classification Measurement

Held for trading Fair value with changes recognized in net income

Held to maturity Amortized cost using effective interest method

Loans and receivables Amortized cost using effective interest method

Available for sale Fair value with changes recognized in other comprehensive income

Other liabilities Amortized cost using effective interest method

Transaction costs are added to the amount of the associated financial instrument and amortized accordingly using the

effective interest rate method

The fair values of the Trusts financial instruments other than long-term debt approximate their carrying values due to the

short-term nature of those instruments The fair value of long-term debt is determined based on market price indications

In fair valuing its derivatives the Trust utilizes valuation technique using available market prices

Measurement Uncertainty

The preparation of the consolidated financial statements under GAAP requires management to make estimates and

assumptions for many financial statement items based on its best estimates and judgments Significant judgments and

estimates relate to depreciation depletion impairment tests and asset retirement obligation costs as they are based on

reserve engineering studies environmental studies new mine plans and price and cost estimates which by their nature

are subjective and contain measurement uncertainty The values of pension and other benefit plan accrued obligations

and plan assets and the amount of pension cost charged to net income depend on certain actuarial and economic

assumptions which by their nature are subject to measurement uncertainty The calculation of future income tax is based

on assumptions which are subject to uncertainty as to the timing and at which tax rates temporary differences are

expected to reverse Uncertainties related to various income tax positions exist because the timing of resolution and the

impact on tax pool balances are not currently determinable Accordingly actual results may differ from estimated amounts

as future events occur

Reclassification

Certain information provided for prior years has been reclassified to conform to the presentation adopted in 2008
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Note CHANGES IN ACCOUNTING POUCIES

In June 2007 the Canadian Institute of Chartered Accountants CICA issued new accounting standard Section 3031

Inventories which replaces the existing standard for inventories Section 3030 The main features of the new section are as follows

Measurement of inventories at the lower of cost and net realizable value

Consistent use of either first-in first-out or weighted average cost formula to measure cost and

Reversal of previous write-downs to the lower of cost and the revised net realizable value when there is subsequent

increase to the value of inventories

The new inventory standard was effective for the Trust beginning January 2008 Application of the new standard did

not have significant impact on the financial statements

Note NEW ACCOUNTING PRONOUNCEMENTS

Goodwill

In February 2008 the CICA issued now accounting standard Section 3064 Goodwill and Intangible Assets which

replaces Section 3062 Goodwill and Other Intangible Assets and Section 3450 Research and Development Costs The

new Section establishes standards for the recognition measurement and disclosure of goodwill and intangible assets

The Section is effective for the Trust beginning January 2009 Application of the new Section is not expected to have

material impact on the Trusts financial statements

International Financial Reporting Standards

On February 13 2008 the CICA Accounting Standards Board confirmed that the adoption of International Financial

Reporting Standards IFRS would be effective for interim and annual periods beginning on or after January 2011 for

Canadian publicly accountable enterprises IFRS will effectively replace Canadian GAAP for these enterprises Comparative

IFRS information for the previous fiscal year will also be required

Canadian Oil Sands has developed plan to convert its consolidated financial statements to IFRS beginning January

2011 To date Management has identified potential differences between GMP and IFRS related to the accounting for

portions of the Syncrude joint venture and effects of transitional provision of IFRS for first time adopters Management

is reviewing the impact that these differences will have on accounting policies information technology and data systems

internal control over financial reporting disclosure controls and procedures financial reporting and business activities

Note ACQUISITION OF ADDITIONAL SYNCRUDE WORKING INTEREST

On January 2007 subsidiary of the Trust closed an acquisition with Talisman Energy Inc Talisman to purchase

an additional 1.25 percent indirect working interest in Syncrude for $476 million The transaction price was comprised of

$238 million in cash and 8189655 Units issued from treasury with an approximate value at the time of entering the

acquisition agreement of $29 per Unit

The acquisition has been accounted for as purchase of assets The Trust has allocated the purchase price based on

fair values to the assets and liabilities as follows

Net assets and liabilities assumed

Property plant and equipment 668

Cash

Working capital

Employee future benefits and other liabilities

Asset retirement obligation

Future income taxes 187

476

Consideration

Cash 238

Issuance of Trust Units 237

Acquisition costs

476

The working interest was acquired through the acquisition of Talismans interest in partnership between Talisman and

subsidiary of the Trust Immediately following the acquisition of Talismans partnership interest the partnership was

dissolved The dissolution resulted in an adjustment that increased Canadian Oil Sands future income tax liability by

$140 million as well as increased its property plant and equipment on the Consolidated Balance Sheet



As at December31 2008 2007

Materials and supplies
72 69

Product and linefill 21 33

93 102

Note PROPERTY PLANT AND EQUtPMENT NET

Accumulated

Depreciation

As at December 31 2008 Cost and Depletion Net Book Value

Oil sands assets 7942 1830 6112

Arctic assets 165 165

8107 1830 6277

As at December31 2007

Oil sands assets 7662 1400 6262

Arctic assets 165 165

7827 1400 6427

The Arctic assets are not subject to amortization as they have not yet been developed

DDA expense is comprised of the following

For the years ended December31 2008 2007

Depreciation and depletion expense
430 340

Accretion expense
14 11

444 351

Note ACCOUNTS PAYABLE AND ACCRUED LiABILITIES

As at December31 2008 2007

Due to Syncrude Joint Venture/Syncrude Canada Ltd 250 225

Accrued liabilities 42

Interest payable 25 22

284 289

Amounts due to the Syncrude Joint Venture/Syncrude Canada Ltd typically include commercial trade payables and

Crown royalties payable

Note EMPLOYEE FUTURE BENEFITS AND OTHER LIABILITIES

As at December31 2008 2007

Employee future benefits 110 113

Accrued variable compensation and other 61 56

171 169

Less current portion comprised of

Employee future benefits 17 16
Accrued variable compensation and other included in

accounts payable and accrued liabilities 55 25
99 128



As at December31 2008 2007 2008 2007

Accrued benefit obfgation

Balance beginning of year 584 533 50 39 634 572

Acquired Note 18 19

Current service cost 23 24 24 25

Interest cost 31 28 34 30

Transferred in

Benefits paid 24 21 26 22
Actuarial loss gain 114 11 125

Balance end of year 503 584 41 50 544 634

Fair value of plan assets

Actuarial fair value

beginning of year 374 339 374 339

Acquired Note 12 12

Actual return on plan assets 99 99

Employer contributions 33 30 33 30

Contributions transfers

Benefits paid 23 20 23 20

Actuarial fair value end of year 288 374 288 374

Funded status Plan deficit 215 210 41 50 256 260

Unamortized net actuarial loss1 145 134 15 148 149

Unamortized past service costs

Accrued benefit liability 70 76 40 37 110 113

Amortized over the expected average remaining service lives of employees covered by the plan which Is generally 12 years

The asset allocation for Syncrude Canadas plan assets was as follows

Percentage of plan assets

As at December31 2008 2007

Equity securities 68 68

Debt securities 32 32

100 100

Employee Future Benefits

Syncrude Canada has defined benefit and two defined contribution plans providing pension benefits and other

retirement and post-employment benefit OPEB plans covering most of its employees Other post-employment benefits

include certain health care and life insurance benefits for retirees their beneficiaries and covered dependants The OPEB

plan is not funded

Defined Benefit Plan

Syncrude measures its accrued benefit obligation and the fair value of plan assets for accounting purposes as at

December 31 of each year The most recent actuarial valuation of the pension plans for funding purposes was completed

in 2007 and was as of December 31 2006 The next required valuation will be as of December31 2009

Canadian Oil Sands share of Syncrude Canadas defined benefit plan accrued liability based on its 36.74 percent

ownership at December 31 2008 and December 31 2007 is comprised of its share of Syncrude Canadas accrued

benefit obligation partially offset by its share of Syncrude Canadas defined benefit plan assets as follows

Other

Post-Employment

Pension Benefit Plan Benefits Total

2008 2007



Elements of defined benefit costs recognized in the year

Other

Post-Employment

Benefits

Pension Benefit Plan

2008 2007

Other

Post-Employment

Benefits

2008 2007

For measurement purposes 10 percent annual rate of increase in the cost of supplemental health care benefits was

assumed for 2007 and 2008 The rate will remain at 10 percent for 2009 before decreasing by 05 percent each year

thereafter to an ultimate rate of five percent in 2019 In addition an annual rate increase of four percent in dental rates

was used in 2008 and 2007

Pension Benefit Plan Total

For the years ended December31 2008 2007 2008 2007 2008 2007

Current service cost 23 24 24 25

Interest cost 31 28 34 30

Actual return on plan assets 99 99

Actuarial loss gain 114 11 125

Elements of employee future benefits

costs before adjustments to

recognize the long-term nature

of employee future benefit costs 39 41 11 32 52

Adjustments to recognize the

long-term nature of employee

future benefit costs

Difference between expected return

and actual return on plan assets 132 23 132 23
Difference between actuarial loss

gain recognized for year and

actual actuarial loss gain on

accrued benefit obligation for year 121 12 133

11 14 12 22

Defined benefit costs recognized

in net income 28 27 33 30

Significant Assumptions

The significant assumptions adopted in measuring Syncrude Canadas accrued benefit obligations are as follows

Accrued benefit obligation as of December31

Discount rate 6.5% 5.3% 6.5% 5.3%

Rate of compensation increase 5.0% 5.0% 5.0% 5.0%

Benefit costs for years ended December 31

Discount rate 5.3% 5.0% 5.3% 5.0%

Expected long-term rate of return on plan assets 8.5% 8.5% N/A N/A

Rate of compensation increase 5.0% 5.0% 5.0% 5.0%



Sensitivity Analysis

Assumed health care cost trend rates have significant effect on the amounts reported for the health care plans under

other post-employment benefits one percent increase in assumed health care cost trend rates would have increased

the Trusts accrued benefit obligation by $5 million and similar decrease in rates would have decreased the Trusts

obligation by $4 million one percent change in such rates would not have had material impact on the Trusts current

service and interest costs

Defined Contribution Plans

Canadian Oil Sands share of Syncrude Canadas defined contribution pension plans was approximately $2 million in each

of 2008 and 2007

Total Cash Payments

Canadian Oil Sands share of Syncrudes total cash payments for employee future benefits for 2008 was $38 million

2007 $34 million consisting of cash contributed by Syncrude Canada to its funded pension plans cash to fund pension

payments in excess of registered plan limits cash payments directly to beneficiaries for its unfunded OPEB plans and

cash contributed to its defined contribution plans

Accrued Variable Compensation and Other

Syncrude Canada has short-term and long-term incentive plans that are cash settled These plans include Syncrude

Canadas employee retention program Note 21 and stock-based compensation plans Note 15 Accrued variable

compensation and other consists primarily of the long-term portion of these plans The accrued obligations for these plans

are measured at their estimated fair values

Noto 10 BANK CREDIT FACILRIES

As at December 31 2008

Extendible revolving term facility

Line of credit

Operating credit facility

40

67

800

907

The credit facilities of COSL the operating subsidiary of the Trust are unsecured These credit agreements contain

covenants relating to the restriction on Canadian Oil Sands ability to sell all or substantially all of its assets or to change

the nature of its business in addition Canadian Oil Sands has agreed to maintain its total debt-to-total book capitalization

at an amount less than 60 percent or 65 percent in certain circumstances involving acquisitions

Extendible Revolving Term Facility

The $40 million extendible revolving term facility is 364-day facility expiring April 23 2009 This facility may be extended

on an annual basis with the agreement of the bank Amounts borrowed through this facility bear interest at floating rate

based on bankers acceptances plus credit spread while any unused amounts are subject to standby fees As at

December 31 2008 no amounts were drawn on this facility

Line of Credit

The $67 million line of credit is one-year revolving letter of credit facility Letters of credit drawn on the
facility

mature

April 30th each year and are automatically renewed unless notification to cancel is provided by Canadian Oil Sands or

the financial institution providing the faciUty at least 60 days prior to expiry Letters of credit on this facility bear interest

at credit spread

Letters of credit of approximately $67 million have been written against the line of credit as at December 31 2008

Operating Credit Facility

The $800 million operating facility is multi-year facility expiring April 27 2012 Amounts borrowed through this facility

bear interest at floating rate based on either prime interest rates or bankers acceptances plus credit spread Unused

amounts are subject to standby fees As at December 31 2008 no amounts were drawn on this facility



Note 11 LONG-TERM DEBT

As at December31 2008 2007

5.75% Medium Term Notes due April 2008 149

5.55% Medium Term Notes due June 29 2009 200 200

4.8% Senior Notes due August 10 2009 304 246

5.8% Senior Notes due August 15 2013 364 293

7.9% Senior Notes due September 2021 301 243

8.2% Senior Notes due April 2027 89 71

Credit facilities drawn excluding letters of credit Note 10 16

1258 1218

All of Canadian Oil Sands medium term notes and senior notes are unsecured rank pan passu with other senior

unsecured debt of COSL and contain certain covenants that place limitations on the sale of assets and the granting of

liens or other security interests The medium term notes are guaranteed by the Trust

5.75% Medium Term Notes

The Trust repaid $150 million of 5.75% Medium Term Notes on April 2008

5.55% Medium Term Notes

On June 29 2004 COSL issued $200 million of 5.55% unsecured Medium Term Notes maturing June 29 2009 Interest

is payable on the notes semi-annually on June 29 and December 29

4.8% Senior Notes

On August 2004 COSL issued U.S.$250 million of 4.8% Senior Notes maturing August 10 2009 Interest is payable

on the notes semi-annually on February 10 and August 10

5.8% Senior Notes

On August 2003 COSL issued U.S.$300 million of 5.8% Senior Notes maturing August 15 2013 Interest is payable

on the notes semi-annually on February 15 and August 15

7.9% Senior Notes

On August 24 2001 COSL issued U.S.$250 million of 7.9% Senior Notes maturing September 2021 Interest is

payable on the notes semi-annually on March and September COSL has agreed to maintain its senior debt to book

capitalization at an amount less than 55 percent

8.2% Senior Notes

On April 1997 COSL issued U.S.$75 million of 8.2% Senior Notes maturing April 2027 and retired U.S.$1 .05 million

during 2000 interest is payable on the notes semi-annually on April and October

Future Payments

Future payments payable under long-term debt the total of which differs from the amortized cost balance recorded on

the Consolidated Balance Sheet are as follows

2009 506

2013 367

After five years 397

1270

Canadian Oil Sands intends to refinance on long-term basis the notes that are maturing in 2009 Of the $840 million in

total credit facilities at December 31 2008 the Trust had $800 million that do not expire until April 27 2012 and may be

used to refinance these obligations In accordance with EIC-1 22 Balance Sheet Classification of Callable Debt Obligations

and Debt Obligations Expected to be Refinanced debt maturing in 2009 has not been reclassified to current liabilities
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Note 12 ASSET RETIREMENT OBUGATION AND RECLAMATION TRUST

For the years ended December31 2008 2007

Asset retirement obligation beginning of year 226 173

Acquired Note5

Liabilities settled 14
Accretion expense

14 11

Change in estimate 37

Asset retirement obligation end of year 235 226

Canadian Oil Sands and each of the other Syncrude owners are liable for their share of ongoing environmental obligations

related to the ultimate reclamation of the Syncrude properties on abandonment The Trust estimates reclamation

expenditures will be made over approximately the next 60 years and has applied an average credit-adjusted risk-free

discount rate of six percent 2007 six percent in deriving the asset retirement obligation

Syncrudes upgrader facilities have indeterminate useful lives and therefore the fair values of the related asset retirement

obligations cannot be reasonably determined Also the timing and amount of the reclamation expenditures if any related

to Syncrudos sulphur blocks are not determinable at the present time The asset retirement obligations pertaining to the

upgrader facilities and the sulphur blocks will be recognized in the year in which the settlement amounts and dates can

be reasonably estimated

The total undiscounted estimated cash flows required to settle the Trusts share of Syncrudes obligation was $774 million

at December 31 2008 2007 $743 million as result of revised cost estimates

The reclamation expenditures will be funded from Canadian Oil Sands cash from operating activities and reclamation

trust In addition to this regular funding for reclamation expenditures Canadian Oil Sands deposits $01322 per barrel of

production attributable to its Working Interest to reclamation trust established for the purpose of funding the operating

subsidiarys share of environmental and reclamation obligations As at December31 2008 including interest earned on

investments the balance of the reclamation trust was $43 million 2007 $37 million

The Trust has posted letters of credit with the Province of Alberta in the amount of $67 million 2007 $61 million to secure

its pro rata share of the reclamation obligations of the Syncrude participants

Note 13 FUTURE INCOME TAXES

The tax provision recorded on the consolidated financial statements differs from the amount computed by applying the

combined Canadian federal and provincial income tax statutory rate to earnings before taxes as follows

For the years ended December31 2008 2007

Earnings before taxes 1430 1322

Statutory rates

Federal 29.50% 31.00%

Federal abatement -10.00% -10.00%

Federal surtax 0.00% 1.12%

Alberta provincial rate 10.00% 10.00%

29.50% 32.12%

Expected taxes at statutory rate 422 425

Add Deduct the tax effect of

Net income attributable to the Trust tax sheltered 532 254

Substantive enactment of trust taxation 701

Statutory rate adjustment for future rate reductions 283

Non-taxable portion of capital losses gains 21 17
Other

Provision for taxes 93 579



In 2007 Bill C-52 Budget Implementation Act 2007 containing legislation to apply new tax to publicly traded trusts in

Canada was substantively enacted by the Canadian foderal government Upon enactment of the legislation the Trust

recorded an additional $701 million future income tax expense and future income tax liability on temporary differences

During 2007 the federal government substantively enacted tax rate reductions which lowered tax rates expected to

apply in the future to corporations and trusts

The amount shown on the Consolidated Balance Sheet as future income taxes represents the temporary difference of

the Trust and its subsidiaries at substantively enacted tax rates expected to apply when the differences reverse

Future income taxes are comprised of the following

As at December31 2008 2007

Capital and other assets in excess of tax value 1654 1809
Net liabilities in excess of tax value 524 587

Balance at December31 1130 1222

As at December31 2008 the following are the estimated balances available for deduction against future taxable income

As at December31 2008

Canadian Oil Sands Trust

Canadian Development Expense 89

Canadian Oil Sands Limited

Undepreciated Capital Costs UCCl
Federal UCC 1709

Provincial UCC 1568

Scientific Research and Exploration Development 14

Approximately 58 percent are deductible at an accelerated rate up to income from mine and the remaining balance is deductible at the declining

balance rate of 25 percent annually

Note 14 UNITHOLDERS EQUITY

Unitholders Capital

The Trust is authorized to issue an unlimited number of ordinary Units pursuant to the Trust Indenture The Units represent

beneficial interest in the Trust share equally in all distributions from the Trust and carry equal voting rights No conversion

or pre-emptive rights and limited retraction rights are attached to the Units Units are redeemable at the option of the

Unitholder at price that is the lesser of 90 percent of the average closing price of the Units on the principal trading market

for the 10 trading days after the date of tender for redemption and the closing market price on the date of tender for

redemption subject to restrictions on the amount to be redeemed each quarter

In 2008 total of 2.2 million Units were issued 2007 8.5 million for proceeds of $24 million 2007 $240 million

The following table summarizes the Units that have been issued

Date

Number of Units

Millions

470.9

Proceeds

Balance January 2007 2260

Issued for acquisition of additional Syncrude working interest non-cash 8.2 237

Issued on exercise of employee options 0.3

Balance December 31 2007 479.4 2500

Issued on exercise of employee options 2.2 24

Balance December 31 2008 481.6 2524



The Trust has Unitholder Rights Plan the Rights Plan designed to provide the Trust and its Unitholders with sufficient

time to explore and develop alternatives for maximizing Unitholder value if takeover bid is made for the Trust One right

has been issued and attached to each issued and outstanding Unit Rights issued under the Rights Plan become

exercisable when person and any related parties has acquired or begins takeover bid to acquire 20 percent or more

of the Units without complying with certain provisions in the Rights Plan Should such an acquisition or announcement

occur each right entitles the holder other than the acquiring person to purchase Units at 50 percent discount to the

market price

Net Income per Unit

The following table summarizes the Units used in calculating net income per Unit

As at December31 millions 2008 2007

Weighted-average Trust Units outstanding Basic 481 479

Effect of options

Weighted-average Trust Units outstanding Diluted 482 481

Note 15 STOCK-BASED COMPENSATION

Canadian Oil Sands stock-based compensation includes stock option and performance unit plan grants for COSL

employees pursuant to long-term incentive program In addition Syncrude Canada has stock-based compensation

plans for which Canadian Oil Sands records its Working Interest

Canadian Oil Sands Stock-based Compensation Plans

Canadian Oil Sands maintains two stock-based compensation plans as described below

Option Plan

As of December 31 2008 all remaining outstanding options under the Unit Option and Distribution Equivalent Plan had

been exercised As at December31 2008 Canadian Oil Sands had 828261 options issued under its Unit Incentive Option

Plan The initial exercise price is based on the price of the Units on the preceding day prior to the issuance of the options

Other than exceptions relating to retirement death or termination each option has term of seven years and vests in

equal amounts over three-year period For options outstanding the exercise price is reduced in future periods by the

amount of distributions in excess of threshold set by the Board of Directors at the time of the grant

The following options were issued and outstanding

Number of Options Weighted-Average

Date Millions Exercise Price

Outstanding at January 2007 2.7 11.01

Granted in 2007 0.2 29.93

Exercised in 2007 0.3 8.24

Outstanding at December 31 2007 2.6 12.85

Granted in 2008 0.4 39.97

Exercised in 2008 2.2 9.73

Outstanding at December 31 2008 0.8 32.83

Exercisable at December31 2007 2.1 9.93

Exercisable at December31 2008 0.2 26.80



Number of Weighted-

Options Average

Outstanding Remaining Life

Millions YearsExercise Price As at December 31 2008

$19.89 $29.03 0.4 4.6

$31.62 $43.41 0.4 6.2

0.8 5.4

The fair value of each option is estimated on the grant date using an option-pricing model The weighted-average fair

values of the options granted and the weighted-average assumptions used in their determination are as noted below

For the year ended December 31 2008 2007

Risk4ree interest rate 3.95 3.75

Expected life years 4.5 4.5

Expected volatility
28 29

Expected distribution per Unit 3.00 1.20

Fair value per stock option 4.15 6.00

Performance Unit Incentive Plan

Canadian Oil Sands has granted Performance Unit Rights PUPs pursuant to its Incentive Plan during 2007 and 2008

The PUPs are earned on the third anniversary of the date of grant at which time the holder is entitled to receive an amount

either in the form of Units purchased in the secondary market or in cash equal to the aggregate current market value of

the number of Units subject to the PUPs No Units are to be issued from treasury The number of Units granted under

the PUPs is dependent on the total unitholder return generated by the Trust at the end of the three years compared to

peer group with the actual Unit equivalents earned ranging from zero to double the target award At December31 2008

total of 117726 PUPs were outstanding 2007 69298 however no PUPs were vested at December 31 2008 or 2007

Canadian Oil Sands recorded approximately $2 million of Administration expense in 2008 2007 $3 million related to

its stock-based compensation plans

Syncrude Canadas Stock-based Compensatkrn Plans

Syncrude Canada maintains two stock-based compensation plans as described below

Incentive Restricted Share Units Plan

Syncrude Canada implemented its Restricted Units program in 2006 which awards Restricted Units to certain employees

The Restricted Units vest three years after the date of issuance and require settlement by cash payments Employees

who retire prior to the vesting period may be eligible to receive pro-rated Restricted Units based upon the ratio of service

provided during the vesting period relative to the full vesting period At the end of the vesting period the cash settlement

is based on the weighted-average price of the shares or Units of the Syncrude owners at that time and the total

shareholder return of the owners shares or Units as compared to relative peer group At December31 2008 total of

424499 Restricted Units were outstanding 2007 179.303 however no Restricted Units were vested at December31

2008 or 2007

Incentive Phantom Share Units Plan

Syncrude Canada implemented stock-based compensation plan during 2002 which awarded Phantom Units to certain

employees The Phantom Units have value if the composite value of the weighted-average stock price of 70 percent of

the Trusts Units and 30 percent of various other joint venture owners public shares at the time of exercise by Syncrude

Canada employees exceeds the issue price of the awards The Phantom Units issued up to 2005 had term of seven

years and vest based on graded vesting schedule after the lirst year of issuance 50 percent of the Phantom Units are

exercisable 25 percent the following year and the last 25 percent after year three Subject to exceptions relating to early

retirement death or termination each Phantom Unit issued under this plan after 2005 has term of seven years and vests

in equal amounts over three-year period When the awards are exercised they are settled in cash At December 31 2008

total of 1.3 million Phantom Units were outstanding 2007 1.0 million and total of 0.3 million Phantom Units were

exercisable 2007 0.3 million

In 2008 Canadian Oil Sands recorded $9 million recovery in operating expenses related to its share of Syncrude

Canadas stock-based compensation expense as result of declines in the plan value 2007 814 million expense

Weighted

Average

Exercise Price

26.08

39.51

32.83
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Note 16 NTEREST NET

For the years ended December31 2008 2007

Interest expense on long-term debt 76 91

Interest income and other

Interest expense net 68 85

Note 17 UNffHOLDER DISTR1BUTIONS

The Consolidated Statements of Unitholder Distributions are provided to assist Unitholders in reconciling cash from

operating activities to Unitholder distributions

Pursuant to Section 51 of the Trust Indenture the Trust distributes all the income received or receivable by the Trust in

quarter less expenses and any other amounts required by law or under the terms of the Trust Indenture to be withheld

The Trust primarily receives income by way of royalty and interest on intercompany loans from its operating subsidiary

COSL The royalty is designed to capture the cash generated by COSL after the deduction of all costs and expenses

including operating and administrative costs income taxes capital expenditures debt interest and principal repayments

working capital and reserves for future obligations deemed appropriate The amount of royalty income that the Trust

receives in any period has considerable amount of flexibility through the use of discretionary reserves and debt

borrowings or repayments either intercompany or third party Quarterly distributions are determined by the Board of

Directors after considering the current and expected economic and operating conditions ensuring financing capacity for

Syncrudes expansion projects and/or Canadian Oil Sands acquisitions and with the objective of maintaining an

investment grade credit rating

For the years ended December 31 2008 2007

Cash from operating activities 2241 1377

Add Deduct

Capital expenditures 281 183

Acquisition of additional Syncrude working interest 231

Disposition of properties

Change in non-cash working capital

Reclamation trust funding

Change in cash and cash equivalents and financing net2 156 168

Unitholder distributions 1804 791

Unitholder distributions per Trust Unit 315 .65

From investing activities

Primarily represents the change in cash and cash equivalents and net financing to fund the Trusts share of investing activities

Note 18 CAPITAL MANAGEMENT

The Trusts capital consists of cash and cash equivalents debt and Unitholders equity The balance of each of these items

at December 31 was as follows

As at December31 2008 2007

Long-term debt 1258 1.218

Cash and cash equivalents 279 268

Net debt 979 950

Unitholders equity 3910 4.172

Total capitalization1 4889 5122

Net debt to total capitalization 20 19

Net debt pius Unitholders equity



Net debt to total capitalization increased in 2008 to 20 percent from 19 percent This was primarily result of cash from

operating activities distributions debt repayments during the year and unrealized foreign exchange losses from the

revaluations of the U.S dollar denominated long-term debt and changes in Unitholdors equity

The Trusts objective for managing capital is to maximize long-term Unitholder value by

Ensuring financing capacity for Syncrudes expansion projects and/or acquisitions of oil sands-related assets that

are expected to add value to our Unitholders

Maintaining an investment grade credit rating to support financing of future expansions and acquisition opportunities

and to allow the Trust to remain un-hedged on its crude oil price exposure and

Distributing to Unitholders any cash that is not required for financing Syncrudes operations or capital investment

growth opportunities that may offer Unitholders better value

As disclosed in Notes 10 and 11 the Trust is bound by certain debt covenants however these covenants do not

specifically limit the Trusts ability to pay distributions The Trust monitors its total debt-to-total book capitalization as it

must be less than 55 percent according to certain financial covenants With net debt-to-total capitalization of 20 percent

at December31 2008 the Trust is well within its limits and significant increase in debt or decrease in equity would be

required to negatively impact the Trusts financial flexibility

As result of the Canadian trust taxation legislation passed in June 2007 and effective January 2011 the Trust is

subject to certain capital growth restrictions referred to as normal growth equity rules These rules limit the amount of

Unitholders capital that can be issued by the Trust in each of the next two years based on the Trusts market capitalization

on October 31 2006 as follows

billions

Opening Cumulative Normal Growth Capital January 2007 5.7

Issued on Talisman acquisition 0.2

Annual normal growth capital for 2007 2.9

Annual normal growth capital for 2008 2.9

Ending Cumulative Normal Growth Capital at December 31 2008 11.3

Normal growth capital allowed in

2009 2.9

2010 2.9

If the maximum equity growth allowed is exceeded the Trust may be subject to trust taxation prior to 2011 However in

2008 the Department of Finance released draft legislation that would accelerate the safe haven guidelines to immediately

allow cumulative new equity issues of up to 100 percent of an entitys October 31 2006 market capitalization As of

December 31 2008 this legislation was not enacted

In addition to growth capital restrictions the Trust also monitors its foreign ownership levels to the extent possible given

the practical limitations regarding beneficial ownership information The Trust Indenture under which the Trust was

created provides that no more than 49 percent of the Units of the Trust can be held by non-Canadian residents The

potential impact of breaching this threshold may be the loss of mutual fund trust status which may significantly adversely

impact the valuation of the Units At December 31 2008 the Trusts best estimate of the foreign ownership level was

32 percent based on account data at November 14 2008
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Note 19 FINANCIAL INSTRUMENTS

Fair Values

The Trusts financial instruments include cash and cash equivalents accounts receivable reclamation trust short-term

investments accounts payable and accrued liabilities and debt The fair values of the Trusts financial instruments that

are included in the Consolidated Balance Sheet with the exception of the Senior Notes and medium term notes

approximate their recorded amount due to the short-term nature of those instruments The carrying values of the Trusts

financial instruments at December 31 2008 are as follows

Total

Held for Loans and Available Other Carrying

Trading Receivables for Sale Liabilities Value

Cash and cash equivalents 279 279

Accounts receivable 184 184

Reclamation trust 43 43

Accounts payable and accrued liabilities 284 284

Long-term debt 1.258 1.258

279 184 43 1542 2048

The fair values of the Senior Notes and medium term notes based on third-party market indications are as follows

As at December31 2008 2007

Carrying Estimated Carrying Estimated

Amount Fair Value Amount Fair Value

5.75% medium term notes due April 2008 149 150

5.55% medium term notes due June 29 2009 200 202 200 201

4.8% Senior Notes due August 10 2009 U.S.$250 million 304 302 246 246

5.8% Senior Notes due August 15 2013 U.S.$300 million 364 330 293 302

7.9% Senior Notes due September 2021 U.S.$250 million 301 279 243 269

8.2% Senior Notes due April 2027 U.S.$73.95 million 89 77 71 81

1258 1190 1202 1249

Financial Instrument Risk Management

Canadian Oil Sands provides detailed risk management discussion including its exposure and management of crude

oil price risk natural gas price risk credit risk liquidity risk and market risk being foreign currency risk and interest rate

risk in its 2008 annual Managements Discussion and Analysis under the headings Financial Market Risk and Credit

Risk included in the Risk Management section

83



Note 20 CROWN ROYALTIES

In 2008 Canadian Oil Sands and the other Syncrudo joint venture owners exorcised their pre-existing option to convert

to bitumen-based Crown royalty Effective January 2009 Syncrude will calculate Crown royalties based on deemed

bitumen revenues less allowed bitumen operating non-production and capital costs rather than paying Crown royalties

based on the production of synthetic crude oil SCO As part of the conversion to bitumen-based royalty only costs

related to producing bitumen rather than the
fully upgraded SCO can be deducted In addition deductible costs in

calculating Crown royalties will be reduced in future years by approximately $5 billion $1.8 billion net to the Trust resulting

in future Crown royalties of approximately $1.25 billion plus interest $459 million plus interest net to the Trust over

25 year period The cost reductions relate to capital expenditures that were deducted in computing Crown royalties on

SCO in prior years and that are no longer associated with the royalty base

Also in 2008 Canadian Oil Sands and the other Syncrude owners reached an agreement with the Alberta government

on terms to transition the Syncrude Project to Albertas New Royalty Framework Under the agreement the Syncrude

owners will pay the greater of 25 percent of net deemed bitumen revenues or one percent of gross deemed bitumen-

based revenues plus an additional royalty of up to $975 million $358 million net to the Trust for the period January

2010 to December 31 2015 The additional royalty of $975 million is reduced proportionally on bitumen production of less

than 345000 barrels per day over the period and is payable in six annual installments in respect of the following periods

2010 2011 2012 2013 2014 2015 Total

Syncrude 75 75 100 150 225 350 975

Canadian Oil Sands Share 27 27 37 55 83 129 358

Note 21 COMMITMENTS

Canadian Oil Sands is obligated to make future cash payments under existing contractual agreements that it has entered

into either directly or as an owner in Syncrude The following commitments that relate to Syncrude reflect Canadian Oil

Sands Working Interest in the joint venture

Management Services Agreement

Effective November 2006 Syncrude Canada entered into comprehensive Management Services Agreement with

Imperial Oil Resources Ltd Imperial Oil to provide operational technical and business management services to

Syncrude Canada The agreement has an initial term of 10 years with five-year renewal provisions Either Syncrude

Canada or Imperial Oil has the option to cancel the agreement on 24 months notice for any reason Canadian Oil Sands

36.74 percent share of the annual fixed fee payable to Imperial Oil for the first 10 years under the agreement is $17 million

per year After the first three years through to year 10 variable performance fees will also apply based on the achievement

of certain performance targets Such variable fees may be comparable to the fixed fee component if Syncrude Canada

realizes corresponding benefit through higher production and/or lower per barrel operating costs

Natural Gas Purchase Commitments

Syncrude has entered into purchase commitments for natural gas deliveries at floating marketrelated prices There is

one long-term natural gas supply contract that expires on October 31 2010 Canadian Oil Sands 36.74 percent share

of this commitment is for 18 million gigajoules

Pension Plan Sotvency Deficiency Payments

The latest actuarial valuation completed in 2007 for Syncrude Canadas defined benefit pension plan requires payments

to fund the pension plan solvency deficiency Canadian Oil Sands share of these funding requirements is $107 million

over the next 14 years
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Expenditure Commitments

Canadian Oil Sands is committed to remaining costs of approximately $404 million related to its share of Syncrudos

Emissions Reduction project the majority of which are expected to be incurred over the next three years

Syncrude introduced an employee retention incentive program for permanent Fort McMurray-based employees which

began on April 2006 and ends on March 31 2009 Syncrudes estimated commitment related to the program is

$128 million or $47 million net to Canadian Oil Sands similar plan has also been put in place for the three-year period

starting April 2009 and ending March 31 2012

Syncrude has various vendor commitments owing in 2009 and 2010 for non-capital items of which the more significant

purchases total $43 million or $16 million net to Canadian Oil Sands

Pipeline Commitments

Canadian Oil Sands has long-term agreement with Alberta Oil Sands Pipeline Limited AOSPL to transport production

from the Syncrude plant gate to Edmonton Alberta The agreement provides for reimbursement on cost of service

basis including operating expenses cash taxes paid and return on the depreciated rate base The agreement commits

Canadian Oil Sands to pay its proportionate share of the cost of service whether or not it ships any volumes on the

pipeline The projected cost of service for 2009 is $21 million and it is expected to average $22 million through to 2035

Note 22 CONTINGENCIES

Tax Disputes

For the period prior to 2000 the tax filings for COSLs predecessors Canadian Oil Sands Investments Inc COSII and

Athabasca Oil Sands Investments Inc AOSII have been reassessed and closed AOSIIs and COSIIs 2000 2001 and

2002 tax returns have been reassessed by the Canada Revenue Agency CRA and Notices of Objection have been filed

pertaining to the Syncrude Remission Order and other items similar action had been previously instituted by Imperial

Oil IMO and accordingly Canadian Oil Sands action is being held in abeyance until the IMO action is determined

During 2008 IMO received favourable ruling in respect of this dispute however CRA has appealed the decision The

resolution of this dispute regarding the Syncrude Remission Order is not expected to result in significant additional cash

taxes being paid but an unfavorable resolution would reduce the amount of tax pools available for carry forward Timing

of the resolution of this issue and the impact on tax pool balances could not be determined at December31 2008

General

Various suits and claims arising in the ordinary course of business are pending against Syncrude Canada the operator

of the Syncrude Project for the Syncrude joint venture owners While the ultimate effect of such actions cannot be

ascertained at this time in the opinion of the Trusts management and in consultation with its legal counsel the liabilities

that could reasonably be expected to arise from such actions would not be significant in relation to the operations of

Syncrude Syncrude Canada as well as Canadian Oil Sands and the other Syncrude owners also have claims pending

against various parties the outcomes of which are not yet determinable

Note 23 GUARANTEES

Canadian Oil Sands has posted performance standby letters of credit with the Province of Alberta which are renewed

annually The letters of credit guarantee to the Province of Alberta the reclamation obligations of Canadian Oil Sands

interest in future reclamation of the Syncrude mine sites The Province of Alberta can draw on the letters of credit if

Syncrude fails to perform its reclamation duties on its mine sites The maximum potential amount of payments Canadian

Oil Sands may be liable for pursuant to these letters of credit is $67 million



Note 24 SUPPLEMENTARY iNFORMATION

Change in Non-cash Working Capital

For the years ended December31 2008 2007

Operating activities

Accounts receivable 195 135
Inventories 18

Prepaid expenses

Accounts payable and accrued liabilities 15
Less NP change reclassed to investing and other

202 165

Investing activities

Accounts payable and accrued liabilities

Interest and taxes paid

For the years ended December31 2008 2007

Income tax paid

Interest charges paid 74 94

Major Customers

In connection with the marketing and sale of Canadian Oil Sands own synthetic crude oil for the year ended December 31

2008 the Trust had one customer 2007 three which individually accounted for more than 10 percent of consolidated

revenues This customer is major international integrated energy company with high quality investment grade credit

rating Sales to this customer were approximately $837 million 2007 $647 million

Note 25 SUBSEQUENT EVEtT

Premium Distribution Distribution Reinvestment and Optional Unit Purchase Plan

The Trust reinstated its Premium Distribution Distribution Relnvostment and Optional Unit Purchase Plan DRIP in

January 2009 The DRIP allows eligible Unitholders to direct their distributions to the purchase of additional Units at

95 percent of the weighted average market price as defined in the DRIP Alternatively eligible Unitholders may elect

under the premium distribution component to have their distributions invested in new Units and exchanged through the

DRIP broker for premium distribution equal to 102 percent of the amount that the Unitholder would otherwise have

received on the distribution date subject to proration and withholding tax reductions in certain circumstances Finally

the DRIP allows those Unitholders who participate in either the regular distribution re-investment or premium distribution

component of the DRIP to purchase additional Units from treasury at the average market price in minimum amounts of

$1000 per remittance and maximum amounts of $100000 in given quarter all subject to an overall annual limit of

two percent of the issued and outstanding Units being offered for purchase in this manner
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Glossary

Alberta oil sands deposits The four deposits Athabasca Peace

River Cold Lake and Wabasca have total resources in place

estimated at 1.7 trillion to 2.5 trillion barrels The Athabasca Oil Sands

deposit Albertas largest and most accessible source of bitumen

contains more than one trillion barrels of bitumen over an area

encompassing more than 30000 square kilometers

Bitumen The molasses-like substance that comprises up to 18% of

oil sands Bitumen in its raw state is black asphalt-like oil It requires

upgrading or blending to make it transportable by pipeline and usable

by conventional refineries

Carbon dioxide C02 non-toxic gas produced from decaying

materials respiration of plant and animal life and combustion of

organic matter including fossil fuels carbon dioxide is the most

common greenhouse gas produced by human activities

Cokers Vessels in which bitumen is cracked into its fractions and

from which coke is withdrawn in the process of converting bitumen to

upgraded crude oil

Conventional oil Petroleum found in liquid form flowing naturally or

capable of being pumped without further processing or dilution

Debottloneck An undertaking to systematically remove plant

capacity limitations through modifications of existing facilities and/or

addition of capital facilities commonly provides 10 to 20% capacity

improvement versus niajor capital intensive expansion

Feedstocks Raw material supplied to refinery oil sands upgrader

or petrochemical plant

Flue gas scrubber/desulphurizer Equipment that removes sulphur

dioxide and other emissions

Fluid coking major part of the upgrading process whereby high

temperatures in coker break down the complex bitumen molecules

rejects carbon and causes bitumen molecules to reformulate into lighter

fractions that become the main ingredients in upgraded crude oil

Greenhouse gases Any of the various gases that contribute to the

greenhouse effect

Oil sands composition of sand bitumen mineral rich clays and

water

Oil sands lease long-term agreement with the provincial government

which permits the leaseholder to extract bitumen other metals and

minerals contained in the oil sands in the specified lease ares

Ore grade The percentage of bitumen by weight in the oil sands

Overburden Layer of rocky clay-like material that lies under muskeg

and above oil sands deposits

Sulphur dioxide SO2 compound of sulphur and oxygen produced

by burning sulphur

Synthetic crude oil high-quality product resulting from the mining

extraction and upgrading of bitumen

Tailings combination of water sand silt and fine clay particles that

is by-product of removing bitumen from oil sand

Tailings Systems Separation of water from sand and clay to enable

incorporation of solids into reclamation landscapes and recycling of

water back into the operations

Total volume to bitumen in place TV/BIP The ratio of total ore plus

overburden volume to total bitumen in place

Turnaround unit shutdown essential for good maintenance of the

mining producing and upgrading facilities turnaround reduces

production but does not usually halt it entirely as the various operating

units are often duplicated

Upgrading The conversion of heavy bitumen into lighter crude oil

by increasing the ratio of hydrogen to carbon either by removing

carbon coking or adding hydrogen hydroprocessing

RESERVES AND RESOURCES DEFNTONS
Proved Reserves Reserves that can be estimated with high degree

of certainty to be recoverable NI 51-101 further identifies the certainty

level for proved reserves as at least 90% probability that the quantities

actually recovered will equal or exceed the estimated proved reserves

Proved plus Probable Reserves Additional reserves that are less

certain to be recovered than proved reserves NI 51-101 defines the

certainty level as at least 50% probability that the quantities actually

recovered will equal or exceed the sum of the estimated proved plus

probable reserves Therefore under NI 51-101 the proved plus

probable reserves represent best estimate or expected reserves

Contingent Resources Quantities of petroleum estimated as of

given date to be potentially recoverable from known accumulations

using established technology or technology under development but

which are not currently considered to be commercially recoverable due

to one or more contingencies

Prospective Resources Quantities of petroleum estimated as of

given date to be potentially recoverable from undiscovered

accumulations by application of future development projects

Prospective resources have both an associated chance of discovery

and chance of development

Best Estimate Term used to describe an uncertainty category for

resources estimates referring to the best estimate of the quantity that

will actually be recovered It is equally likely that the actual remaining

quantities recovered will be greater or less than the best estimate

The best estimate of Contingent and Prospective Resources is

prepared independent of the risks associated with achieving

commercial production

FNANCAL METRCS

Netback Net realized selling price after hedging less operating costs

and Crown royalties

Net debt to cash from operating activities Net debt divided by cash

from operating activities

Net debt to total capitalization Net debt divided by net debt plus

Unitholders equity

Return on average Unitholders equity Net income divided by

average Unitholders equity

Return on average productive capital employed Nat income before

net interest expense future income taxes and unrealized foreign

exchange gains and losses divided by average net debt plus

Unitholders equity excluding major expansion projects not yet in use

American Petroleum Institute specific gravity API

barrels bbl bbls

barrels/day bbl/d bbls/d bpd

carbon dioxide COz

gigajoule GJ

greenhouse gases GHGs
millions of barrels mmbbls

sulphur dioxide SO2

Syncrude crude oil SCO

thousands of barrels mbbls

West Texas Intermediate WTI

8J



Statistical Summary

except as ndicated 2008 2007 2006 2005 2004

FINANCIAL

Revenues after crude purchases

and transportation expense 4169 3250 2432 .967 1.352

Operating costs 1368 1034 907 731 601

Nonproduction costs 78 63 70 85 48

Crown royalties 599 485 232 19 18

Administration 17 20 17 12

nsurance

Interest net 68 85 98 104 95

Depreciation depletion and accretion 444 351 255 198 172

Foreign exchange oss gain 159 117 29 80

Future income tax expense recovery and other 93 579 17 29

Income loss from discontinued operations

Net income 1523 743 834 831 509

PerTrustUnit1 3.17 1.55 1.79 1.81 1.14

Cash from operating activities 2241 1377 1142 949 594

PerTrustUnitl$ 4.66 2.87 2.45 2.07 1.33

Unitholder distributions 1804 791 512 184 180

Per Trust Unit 3.75 1.65 1.10 0.40 0.40

Capital expenditures 281 183 300 800 942

RESERVES billions of SCO bbls net to Canadian Oil Sands

Proved reserves 1.0 1.0 1.0 1.0 1.0

Proved plus probable reserves 1.8 1.8 1.8 1.8 1.8

Contingentresources 2.0 2.1 1.4 1.4 1.4

Prospective resources 0.8 08 N/A N/A N/A

AVERAGE DAILY SALES bb/s2 105986 112298 91844 75994 84575

OPERATING NETBACK $/bbi

Revenues after crude oil purchases

and transportation expense 107.47 79.29 72.56 70.91 43.68

Operating costs 35.26 25.23 27.07 26.34 19.40

Crown royalties 15.44 11.83 6.93 0.71 0.58

Netback 56.77 42.23 38.56 43.86 23.70

FINANCIAL RATIOS

Net debt to cash from operating activities times 0.4 0.7 11 1.7 2.8

Net debt to total capitalization 20.0 18.6 24.6 32.8 39.0

Return on average productive capital employed 33.9 24.7 24.4 37.1 21.5

Return on average Unitholders equity 37.7 18.3 22.7 27.6 21.4

S/TRUST UNIT PRICES1

High 55.25 38.88 38.75 28.60 1364

Low 18.15 25.09 24.32 12.42 8.05

Close 21.10 38.71 32.61 25.20 13.52

Trading volume millions of Trust Units 463.6 373.8 406.6 356.9 389.2

Number of Trust Units outstanding millions 4816 479.4 470.9 462.6 457.2

Trust Unit information has been adjusted to reflect the 51 Unit split that occurred on May 2006

The Trusts sales volumes differ from its production volumes due to changes in inventory which are primarily intransit pipeline

volumes and are net of purchased crude oil volumes

Revenue includes sulphur sales Average net realized SCO
selling price after transportation and hedging was $106.91 per barrel






